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Abstract 
The private sector is increasingly considered to play an important role in international development as both 
financiers of  the post 2015-development agenda and as innovators of  new products and services that can 
help eradicate poverty and contribute to human development. The past four decades has seen how the private 
sectors engagement in the developing world evolved from “command and control” approaches of  
uncontrolled profit maximization to minimizing environmental and social impact through corporate social 
responsibility, towards the last decades pro-active application of  business strategies to pursue social goals. 
Following the “base of  pyramid” line of  though introduced by C.K. Prahalad in 1999, these inclusive business 
set out to deliver both commercial and developmental results. However, creating new markets in developing 
nations is difficult, and riddled with institutional voids and barriers that prevent these businesses to progress 
all the way from blueprint to scale, and thus limits their development potential.  
This study is based on an understanding of  the need for new partnerships between the private and public 
sector in order to facilitate an enabling ecosystem promoting inclusive business development. It seeks to 
identify critical gaps in the contemporary ecosystem  of  inclusive business development and analyze what role 
donor facilitated public-private partnership modalities play in addressing those. 
Sida's recently finished “Innovation Against Poverty” challenge fund will serve as a in-depth descriptive case 
study that offers a context for a critical review of  current donor responses to facilitate the inclusive business 
while secondary materials will be used to form an analytical framework to analyze private and public sector 
engagement with base of  the pyramid concepts.   
From the theoretical perspectives of  base of  the pyramid and inclusive business models, this study 
contributes to the understanding of  what role the private and the public sector plays in strengthening 
enabling ecosystems for inclusive businesses operating in base of  pyramid markets. It describes the 
operationalization of  the base of  pyramid and inclusive business concepts  and emphasizes that  
increased collaboration between donors and impact investors are critical in order to address challenges 
on firm-, micro-and macro-level, linked to inclusive business development in base of  pyramid markets.  
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1. INTRODUCTION 
Situating development finance in the post 2015 development agenda 
2015 marks a critical year for development, as the old millennium development goals (MDGs) were replaced 
with seventeen new sustainable development goals (SDGs) by the UN General Assembly in September. 
Departing from today’s global realities and complex development challenges, the SDGs set out to comprise a 
more comprehensive vision of  development, and embraces economic, social and environmental dimensions, 
that will drive the next 15 years development agenda. While aid funds and debt relief  were key for the eight 
millennium goals, the new SDGs will require new sources of  development finance in order to meet the need 
for the estimated US$ 3 trillion a year needed for implementation (Goldsmith 2015) . This demands external 1
finance above and beyond official development assistance (ODA), which as of  today accounts to 
approximately US$ 135 billion yearly, and is well illustrated by the major Development Finance Institutions 
(DFI) plead on the global community to move from ”Billions” in ODA to “Trillions” in investments of  all 
kinds: public and private, national and global, in both capital and capacity”(World Bank 2015). Going from 
billions to trillions, will, according to the Organization for Economic Co-operation and Development 
(OECD), require the best use of  each available grant dollar in order to trigger additional flows from the 
private sector, that, apart from financing development, also play a “central role in advancing innovation, creating 
wealth, income and jobs, mobilizing domestic resources, and in turn contributing to poverty reduction”(Ibid). This agenda is 
reflected by the SDG Nr. 17 that highlights the importance of  partnerships and calls for new and broader 
collaboration between governments of  developing, emerging and developed economies, development 
institutions, representatives of  the private sector and civil society organizations. This in turn requires new 
financial and investment models that incentivize better collaboration between the public and the private 
sector (Shah et al 2014). 
Global aid-architecture in transition 
The landscape for development finance has been undergoing a transition during the past decade, which has 
seen the emergence of  new donors in addition to traditional ones, more private investments and a growing 
role for philanthropic capital flows. During 1998-2008, international giving from US-based corporate and 
private foundations roughly doubled (Kharas and Desai 2008) and in 2011 philanthropic giving from OECD 
and the Development Assistance Committee (DAC) countries alone accounted for US$ 59 billion (Grady 
2014) to international causes and scholars such as Raj Desai and Homi Kharas (2008) has indicated that; 
“private development aid may soon eclipse official aid”(p. 156) . Since the early 2000, the private sector has played an 
increasingly significant role in development,  and has started to engage beyond its traditional role as a 
provider of  foreign direct investments (FDI) towards new forms of  services and co-financing programs, 
which traditionally has been seen as the role of  the public sphere. More significant, has been the rise of  the 
concepts of  inclusive business and impact investments , that intentionally target specific social and/or 2
environmental objectives along with a financial return and measure the achievement of  both.  The growing 
movement for impact investments followed the wake of  the base of  the pyramid (BOP) theory that was 
popularized 1999, by C.K. Prahalad and Stuart Hart in the influential paper “The fortune at the Bottom at the 
Pyramid” (Prahalad and Hart 1999). In it, the authors made a seductive proposition that there is a huge 
opportunity to alleviate poverty by engaging with the worlds 4 billion poorest living on between USD1,5-8 
per day, as “consumers, producers and suppliers," currently overseen as a segment lacking purchasing power and 
thus only can be serviced by governments and NGOs”. In a series of  academic reports funded by Bill and 
Melinda Gates Foundation (BMGF), The Monitor Institute presents the potential of  ‘market-based’ solutions 
to poverty and describes how hundreds of  new private impact investment funds are rushing to invest into an 
‘emerging asset class’, with predictions of  profits close to US$ 700 Billions over the next 10 years 
(O’Donohoe et al 2010). But despite the optimism that surrounds the BoP proposition, the total assets under 
management by impact investors in emerging markets in 2014 accounted to a mere US$ 28,8 billion (Saltuk 
2015) , and thus far from the trillions needed to fill the post-2015 financial gap. Scholars and practitioners 
argue that in order for the impact investment industry to become a significant actor in development finance, 
 See: Appendix I1
 Investments made with the intention of  generating both financial return and social and/or environmental impact. The Global Impact Investing Network 2
Definition 
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the public sector plays an incremental role in sharing the risks that is combined with investing in BoP 
markets. This in turn requires new finance and investment models that encourage better collaboration 
between the public and private sectors. While yet under-theorized and lacking a clear evidence-base, the 
attractive proposition of  making profits alongside with pro-poor development has during the last decade 
begun to “diffuse widely throughout the international development architecture and across organs of  global 
governance” (Moran 2014), and resulted in a range of  experimental donor-agency mechanism and programs 
responding to this plead, aimed at incentivizing market-based solutions directed at the people at “the base of  
the pyramid”.  These new types of  modalities seek to combine the experience of  traditional donors with the 
business knowledge of  corporate entities, at the same time as it is seen as a way in which grant dollars can be 
used to leverage private capital flows into filling the financial gap in the post-2015 development agenda. 
1. 1 Problem Area 
Following the influential BoP proposition, the private sector is increasingly considered to play an important 
role in international development as both financiers and innovators of  new products and services that can 
help eradicate poverty and contribute to human development.  Over the past four decades the business world 
engagement in the developing world has evolved from “command and control” approaches of  uncontrolled 
profit maximization to minimizing environmental and social impact, towards the pro-active application of  
business strategies to pursue social goals. 
Donors response to this has resulted in new partnership modalities that seeks to combine the experience of  
traditional donors with the business knowledge of  corporate entities.  A popular modality used by donor 
agencies are challenge funds which encourage companies to compete for support and investments in the 
same way as academics seek funding for their research. This development, however, has occurred without the 
field benefiting from an objective data set that; “can provide sufficient evidence to support a movement of  institutional 
capital into the space” (Ashburn et al. 2014).  Many scholars and practitioners are still sceptic towards the liberal 
BoP-approach and point out that it might be accompanied by a risk for conflict and tensions between long-
term development objectives and commercial interests.  While early evaluation of  these new aid instruments 
showed some arguments in favor for the BoP-agenda, they have been criticized for using anecdotal evidence 
and thus limited value to the discussion on BoP efficiency as a development approach (Ibid). Having 
previously been in their infancy when evaluated, the first programs aimed at supporting market based 
initiatives at the BoP are starting to reach their end state, or come to a close, and thus useful evaluations of  
those programs can now be carried out to demystify the ongoing debate. 
Moreover, the need to evaluate and discuss these early attempts to facilitate public-private partnerships 
directed at the BoP is of  high relevance in order to a; justify whether BoP theory is able to fulfill its development and 
commercial promisers in practice and b; evaluate the degree to which these new donor modalities has managed to encourage better 
collaboration between the public and private sectors to address barriers linked to developing inclusive business in BoP markets. 
As such, this thesis sets out to explore the theoretical foundations that has underpinned recent years PSD 
effort among donors and analyze how new donor instruments promoting market-based initiatives in 
developing countries has managed to deliver in line with BoP development theory of  change. Furthermore, it 
seeks to analyze and discuss what role new partnerships between the public and the private sector play in 
facilitating supportive ecosystem for inclusive businesses growth.  
1. 2 Research Formulation 
Early research on BoP interventions highlight the need for new types of  partnerships where actors from 
private, public and non-profit sector collaborate in order to address the challenges that face inclusive business 
operating in base of  pyramid markets. This dissertation addresses what role development agencies play in 
facilitating an improved enabling ecosystem for inclusive-businesses. It is guided by the following research 
question: 
o What are the comparative strategies pursued by private and public sector in promoting development-oriented business 
activities directed at the Base of  the Pyramid and how do they jointly address the barriers present in developing 
inclusive markets? 
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It focuses on the barriers to inclusive business growth in base of  pyramid markets and analyses which forms 
of  private and public sector facilitation strategies can be deployed to mitigate those risks and jointly 
strengthen the ecosystem supporting inclusive businesses and thus enable more effective donor agencies 
programs directed at the base of  pyramid.  
It will take into account the whole trajectory of  inclusive businesses development and seek to identify gaps 
limiting the potential of  the BoP concept. 
This dissertation it is based on a hypothesis that the private sector can play a positive role for development on 
the micro (through inclusive business in BoP markets) and macro levels (as financier of  the post-2015 
development agenda). Moreover, it suggests that today, many inclusive business initiatives are, even though 
they are on track, missing out on linkage to further finance after having been part of  challenge-funds, and 
thus risk failing. 
Sub Questions 
In order to operationalize the research question these sub-questions will guide the meta analysis: 
1. What current strategies are private sector actors using to facilitate inclusive business? 
2. What current strategies are donor agencies using to facilitate inclusive business? 
The case study analysis will be guided by the following sub-questions: 
3. What are the recent experiences with these strategies and how do they; 
i. Overcome the barriers to scale? 
ii. Meet the dual-edged promises of  BoP theory? 
4. What kind of  incentive setting and private sector development modalities can enhance the ecosystem supporting inclusive 
business and enable greater and more sustainable impact at the BoP. 
1. 3 Outline  
Following the introduction of  the research topic, methodological approach and the analytical framework, this 
dissertation’s second chapter focuses on the theoretical perspectives that constitutes the theoretical cornerstones of  
the research. The chapter introduces the base of  pyramid concept and seeks to describe the motivations for 
both private- and public development actors to engage in market-based development interventions. The 
inclusive business theory then seeks to describe what is expected of  businesses that seek to harvest the 
promising BoP proposition together with the barriers that stands in the way for the industry to become a 
significant force in the global aid architecture. These barriers are categorized and presented in relation to the 
ecosystem of  inclusive business development. Once having settled the theoretical perspective’s the third 
chapter seeks answer the first sub question: “What current strategies are private sector actors using to facilitate inclusive 
business?”.  It addresses the parameters of  the private sector’s role in facilitating an enabling ecosystem for 
inclusive business together with its restrictions and thus identifies the ”gaps” which informs the analysis of  
the public sectors role in the fourth chapter that first seeks to answer the second sub-question;“What current 
strategies are donor agencies using to facilitate inclusive business?” . After a brief  introduction and categorization of  the 
most common private sector development modalities used by development agencies, the analysis will present a 
case that will be used to establish how successful these modalities have been in overlapping with the private 
sector in order to create an enabling ecosystem for inclusive business development. The case will also be used 
to analyze the supposed interlinked development and commercial potential of  the BoP concepts. Finally the 
dissertation is completed by the conclusion where the key research findings are summarized in order to give a 
brief  and concise answer to the research question.  
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1.4 Definition of terms 
Base of  the pyramid: Is a term that refers to the poorest socio-economic group from a global perspective. This 
is typically people living on less than US$ 2 a day and over 70% of  people living in Sub-Saharan Africa as well 
as South Asia fit this demographic. 
Challenge Fund: A way of  encouraging ideas and innovation by inviting companies to ‘compete’ for support in 
the same way that researchers apply for funds from a research foundation. 
Impact investments: Are investments made into companies, organizations, and funds with the intention to 
generate a measurable, beneficial social or environmental impact alongside a financial return. Impact 
investments can be made in both emerging and developed markets, and target a range of  returns from below-
market to above market rates, depending upon the circumstances. (GIIN) 
Inclusive Business: A commercially viable model that benefits low-income communities by including them in a 
company's value chain on the demand side as clients and consumers, and/or on the supply side as producers, 
entrepreneurs or employees. (UNDP) 
Soft Capital: Grants and other philanthropic funds. 
Social Mission: What differs an impact investor from a social neutral investor happening to have contributed to 
social impact, is the investors intention of  achieving social impact. This intention, together with strategies 
that support this intention, is referred to as “social mission”. 
Patient capital: Funds invested for medium or long term (generally for 5 to 10 years). 
Poverty Trap: A poverty trap is “any self-reinforcing mechanism which causes poverty to persist”. 
Scaling-up potential: Inclusive businesses which potentially can have considerable scale effect, and a greater 
impact i.e. through replication elsewhere. 
Additionally: Describes the term that donor support shall have a strong degree of  additionally, i.e. stimulate 
pro-poor developmental impact of  business and economic activities which would not have emerged to the 
same extent without their support. 
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2. METHODOLOGY  
In the following chapter, the research-methodology of  the thesis will be presented. It will focus on the research approach and 
discuss the chosen methods for constructing the analytical framework that will be applied in the analysis.  
 
2.1 Research approach 
This thesis work was initiated by a collaboration between the author and Sida with the original objective to 
analyze the local impact of  a handful of  inclusive businesses through fieldwork in Ethiopia. However, due to 
budget limitations, Sida decided to revise their focus and the fieldwork was canceled. As such, the original 
research problem had to be reoriented to be answered from within Sida HQ in Stockholm. This sudden shift 
in focus altered the initial research design of  the study which since has been guided by a ’systemic combining’, 
research method.  According to Dubois and Gadde (2002), a systemic combining, or abductive research “is a 
process where theoretical framework, empirical fieldwork, and case analysis evolve simultaneously”(p. 554). This approach 
enables the researcher to move back and forth between different research activities, empirical observations 
and theory. While traditional  “linear” research approaches that consist of  a number of  planned phases can 
limit the potential uses and advantages of  case research, an intertwined research that goes ’back and forth’ 
between these activities, is able to ’expand the researches understanding of  both theory and empirical phenomena’. (Ibid:
555) Dubois and Gadde defines systemic combining as the process where empirical observations  result in 
findings that might bring about a need to redirect the theoretical framework or vice versa in order for them to 
match. As such, theory is continuously confronted by input from the empirical world, that in turn affects the 
development of  the analytical framework and the evolving case. According to Yin (1994) and Denzin (1978) 
combining sources of  evidence, while shifting between analysis and interpretation, usually denotes 
triangulation. As this study intends to test a theoretical concept in practice in a context where little research 
has previously been conducted, triangulation of  multiple sources is important to make the findings and 
conclusions in the case study “more convincing and accurate” (Yin 1994). The importance of  triangulation is also 
reflected by the fact that some of  the literature and data contains different degrees of  bias elements.  A 
systemic combing researcher considers the verification and checking of  data as secondary. Rather, it suggest 
that the multiple sources “might contribute to revealing aspects unknown to the researcher, i.e., to discover new dimensions of  
the research problem” (Dubois and Gadde 2002).  This thesis problem field has been continuously redirected and 
abducted through observations, informal talks and by analyzing data during the internship at Sida in 
combination with reviewing literature in the field. From this process, two main and three sub-hypothesis has 
been developed that are tested according to a hypothetical-deductive approach where the data either validate 
of  falsify the hypotheses (Flyvberg 2006). The main elements of  the systemic combining research method 
applied to this thesis is illustrated in figure 1. 
F i g u r e 1 . S y s t e m i c c o m b i n i n g r e s e a r c h a p p r o a c h ( D u b o i s a n d G a d d e  2 0 0 2 )
  
Sida Case Study 
• New empirical data 
Secondary data 
• Sida documentation 
• Barriers to Scale 
• Public facilitation options 
• Private facilitation options
Theoretical foundation 
• BoP 
• Inclusive Business 
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2.2 Empirical framework  
The empirical framework of  the thesis consists of  qualitative primary data collected during a two-month 
period at Sida’s Department for Innovations and Partnerships. As this thesis set out to analyze the IAP modality in a 
systemic context, secondary sourced has played a key role in order to make out a strong empirical framework.  
Secondary data 
The secondary sources used are both of  an internal and external nature in relation to Sida. In relation to Sida 
internal documents, evaluations, education material and publications has been used. External secondary data 
consists of  publications on inclusive business, base of  pyramid, private sector development, innovative finance, value chain 
development and impact investments. Due to the relative newness of  the research topic, much of  the literature on 
impact investments and inclusive business derive from practitioners directly linked to the industry are therefor 
potentially biased and lack a critical standpoint. The empirical inputs are mainly used to identify current gaps 
in the ecosystem for inclusive business and answer what facilitation options the pubic and private sector are 
employing when engaging with BoP concepts. The secondary data will also be used to quantify the current 
seize of  the field. Together, the secondary sources contributes to analytical framework used to operationalize 
the research and positions the case in a global context. 
Primary data 
In the second phase of  the research, a case study is conducted in order to understand how the concepts of  
BoP and inclusive business are employed in practice. The qualitative case study will investigate how Sida, 
through a range of  private sector development modalities, aim to create an enabling ecosystem for inclusive 
businesses operating in BoP markets. In particular, a descriptive case study will be conducted on the recently 
finished challenge fund “Innovations Against Poverty”. Yin (2009) defines a case study as ”an empirical inquiry that 
investigates a contemporary phenomena in depth and within its real-life context, especially when the boundaries between 
phenomenon and context are not clearly evident”. As the second part of  the research question intends to investigate 
how private and public actors are engaging with the contemporary phenomenon of  BoP in a real-life context, 
the case-study research method has been prioritized over other methods. As the IAP is one of  the few BoP-
modalities that has ended, is can be argued to “have a strategic importance in relation to the general 
problem” (Flyvbjerg 2006) and thus qualifies as a critical case. This means that the insights from the Sida case 
provides insights to the hypothesis that permit logical deductions to answer the  research question. As such, 
the findings can be argued to apply for similar actors elsewhere. Finally, the case can be argued to be a single-
case study  as it focuses on Sida only but with an embedded design meaning that there are “multiple levels of  analysis 
within a single study”  as it analysis several of  instruments and carries out a quantitative data collection of  37 
grantees in the IAP modality (Eisenhardt 1989, p.534). 
The aim of  the case study is to produce new data that can help demystify the actual commercial and 
development potential suggested by the BoP concepts. The data derives from self-assessments reports made 
by 37 inclusive businesses in Sida’s IAP program. The data has mainly been collected from Sida’s internal 
contribution management system and to some extent through direct mail correspondence with grantees. 
As both primary and secondary data is subject to some degree of  subjectivity,  data triangulation of  the 
information gained from the external and internal sources is of  high importance. The theoretical framework 
presents the theory of  change linked to the concepts of  BoP and inclusive businesses and serves as the 
foundation for the analytical framework. The secondary data synthesis the recent years body of  literature 
from both scholars and practitioners and contributes to the analytical framework by identifying recent 
experiences with BoP interventions and introduces the barriers to scale. However, despite this rich body of  
literature, the case study will provide new empirical data needed in order to answer the research question.  
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2.3 Analytical framework 
This dissertation has a describing goal of  analyzing how the private- and public sector are engaging with 
market-based development intervention in developing markets and an explorative goal of  identifying how 
better collaboration between can strengthen the ecosystem in support of  those activities.  
The theoretical underpinnings of  this report takes it departure in the relatively young academic field of  base 
of  the pyramid theory.  Since its introduction in the late 1990s, BoP theory is what has driving the private 
sector development agenda the last decades. The main concepts of  the theory is thus used to describe the 
theory of  change that has motivated recent developments in the private-public sphere and serves as a 
benchmark that enables a critical analysis of  BoP potential as a development theory. More over, the BoP term 
will be used to define what constitutes ”the poor,” and how big a market they represent. The ”inclusive 
business” concept will be used to explain the private sector response to BoP theory and contribute to the 
analytical framework by illustrating the ecosystem of  inclusive business development and the ”barriers to 
scale” that needs to be addressed in order to deliver in terms of  BoP theory. Furthermore, current private 
sector engagement as facilitators in the inclusive business ecosystem is presented in order to be able to 
analyze the gaps that needs to be bridged by the public sector in order to strengthen the ecosystem for 
inclusive business development.  
Due to the newness  of  BoP theory and the relatively vague evidence base proving its potential as a potent 
development  approach, this thesis will have a meta-intention on establishing if  BoP theory indeed has been 
the main concept behind recent years private sector development rhetoric. 
 14
3. THEORETICAL PERSPECTIVE 
3.1 Introduction 
The last decade has seen a change in the development agenda where the development community (donors, 
foundations, NGOs and private actors) can be argued to be increasingly informed by a new form of  
‘managerial’ approach to development, labeled by Mathew Bishop and Michael Green (2008) as 
“philanthrocapitalism”. Reflecting the fact that many of  these new actors spring from Silicon-Valley dot-com 
billionaires, Raj Desai and Homi Kharas (2008) have named this shift the “California Consensus”  and it rests 
on a critique of  the traditional global ‘foreign aid’ regime as “ineffective – even harmful – and increasingly irrelevant 
given the needs of  the poorest around the world” (p. 157).  With traditional official development assistance decreasing 
significance in terms of  financing and delivering aid, momentum has been built up throughout the 
development community for this liberal approach which argues that; “bottom up” market-based solutions to 
poverty offers a better alternative to ”top-down” traditional aid programs. According to Kharas and Desai, 
these new actors holds a strong faith in the capacity of  innovation, technology and modern management 
methods to solve problems of  extreme poverty. Furthermore, it is argued that these new forms of  private aid 
are less exposed to corruption as it avoids governmental recipients and rather focus its flows directly at 
development projects.  
One of  the key concepts that have been used to rationalize this phenomena has been the base of  the pyramid 
(BoP) that was introduced in the influential paper “The fortune at the Bottom at the Pyramid” in 1999 by C.K. 
Prahalad and Stuart Hart. In it, Prahalad and Hard argues that the private sector has a key role to play in 
alleviating poverty by engaging with the worlds 4 billion poor, living on less than US$8 per day, as consumers, 
currently underserved by cooperations in the formal sector. Following critique of  the BoP-concept as narrow 
due to its focus on the poor as consumers (Katz 2007), the definition was later expanded by Simanis and Hart 
(2008) to engage with BoP also as business-partners, suppliers and distributers. By combining the creative 
capability of  the global business community together with private capital flows, BoP theory has increasingly 
been seen as a way to ’eradicate poverty through profits’.  
With the pressure on the development community for delivering more effective aid and catalyzing new 
sources of  financing and knowledge for development (World Bank 2013), BoP theory has today grown into a 
field where international and bilateral aid agencies, NGOs and private companies around the world are 
collaborating in developing and implementing the ideas of  inclusive business or Inclusive Market 
Development  deriving from BoP theory. Together, these concepts make up a contemporary development 3
framework that emphasize stimulation of  the creative capacity of  the poor in problem-solving and as 
consumers, employers and distributors. According to UNDP, Inclusive business models: “include the poor on the 
demand side as clients and customers and on the supply side as employees, producers and business owners at various points in the 
value chain. They build bridges between business and the poor for mutual benefit” . 4
For the international donor community, the BoP-concept together with inclusive business serves as a way in 
which grant dollars can be used to leverage private capital flows into filling the financial gap in the post-2015 
development agenda and can be argued to be driven by three assumptions that constitute the sub-hypothesis 
that will guide parts of  the analysis. 
• Approaching the bop market opens up a new market for growth and innovation for the private sector 
• Engaging with the BOP has substantial development potential  
• BoP markets should be engaged beyond CSR initiatives and rather as a part of  the firms core business 
The following chapter will outline a brief  evolution of  the private sectors role in development and explore in 
detail the concepts of  BoP and inclusive business. First, it will illustrate the dual-edged proposition of  BoP 
theory, showing both the developmental potential and the business-potential, that serves as a premises for the 
private sector to engage with the poor. Second, it will introduce the inclusive business concept, that builds on 
BoP theory and differs from traditional private sector development initiatives in that it focus on engaging the 
  See, for example UNDP's Growing Inclusive Markets Initiative and its report Creating Value for All: Strategies for Doing Business with the Poor (2008). 3
Examples of  international developmental NGOs which are embracing the concept are World Resource Institute, Oxfam, ICCO, Novib, SNV, iied, etc., 
while donor agencies operating BoP Programmes are GtZ, Sida, Danida, Dfid and Dutch development cooperation  
 UNDP (2015) Definition from UNDP. http://www.growinginclusivemarkets.org/faq/. Accessed 2016.01.25. 4
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poor throughout the value chain, both as producers and consumers, through core activities. Finally, it will 
introduce the importance for inclusive business to reach scale and identify the major barriers standing in way 
for market based solutions to development. These barriers, synthesized from research from both theorists 
and practitioners, will then contribute to the analytical framework what will be used when analyzing both 
private and public sector strategies in addressing those and thus facilitate a supportive ecosystem for inclusive 
businesses operating in BoP markets. 
Private sector role in development - From less bad to more good 
“Extreme poverty is an immense political and market failure, wasting the potential of  hundreds of  millions of  people ”” (von 
Braun 2010 in Baumüller et al. 2014) — Investing in the creation of  markets that include the extremely poor and 
marginalized should thus not only be considered as a charitable activity, but also has the potential to provide high returns on 
investments—in both financial and humanitarian terms.” (Baumüller et al. 2014:331) 
Over the past four decades the business world engagement in the developing world has evolved from post-
empirical approaches of  uncontrolled profit maximization to minimizing environmental and social impact, 
towards the pro-active application of  business strategies to pursue social goals. The first public discourse and 
research agendas of  the social roles of  business  was first reflected by the concept of  corporate social 
responsibility (CSR), that the European Commission (EC) refers to as “a concept whereby companies integrate social 
and environmental concerns into their business operations and in their interaction with their stakeholders on a voluntary basis”.  5
The development of  CSR emerged largely as a response to growing criticism of  multinational companies 
(MNC) from activists, consumers, and shareholders about poor labor and environmental standards, and 
associated impacts on local communities. The initial focus of  CSR was thus to minimize the negative effects 
deriving from core business activities by focusing on improved codes of  conduct and voluntary company-
level standards, which later has developed to include ethical sourcing, certifications, community development, 
and stakeholder engagement. However, despite its good ambitions, the concept of  CSR has become 
increasingly criticized as a cosmetic rather than operational ways  for companies to “greenwash” 
unsustainable business practices and/or to avoid regulations (Baumüller et al. 2014).  From a developmental 
perspective, one can also argue that even if  successful, CSR strategies only deal with some of  the symptoms 
of  underdevelopment, poverty and inequality but still only work to minimize its negative effects on the local 
community.  Important to note though, is that CSR “was never conceived as a tool to tackle poverty” (Newell et al. 
2007:678), and the recent debates on how to strengthen the role of  business in development has focused on 
the need for new private sector development strategies where social objectives are more central, or even the 
primary goal of  business operations. With the introduction of  the market potential at base of  the pyramid, 
C.K. Prahalad pushed the debate surrounding the role of  business in promoting social goals and poverty 
reduction by opening up for new strategies, where social impact could be obtained alongside profits. In 
contrast to CSR, the concepts of  the base of  the pyramid and inclusive business distinguishes themselves in 
that they stresses the benefits to companies of  integrating social considerations into core business strategies 
rather than treating them as external add-ons, as is common in CSR.  Examples of  this can be by targeting 
BoP as consumers with socially beneficial products or strengthening supply and distribution chains through 
the involvement of  local communities as part of  inclusive business strategies. Inclusive business pioneers, 
such as Mohammed Yunus, founder of  Gramen Bank, takes the social mission one step further by using 
business strategies as a primary means to address social goals, rather than in order to pursue financial profits. 
This illustrates the ongoing shift in the broader discussion on the role of  business in international 
development, that according to Baumüller, has gone from the CSR-approach of  mitigating the negative 
impacts of  business, towards a positive role where the private sector can play a key role in development and 
poverty reduction by developing new inclusive business model directed at the BoP, where social objectives are 
a core element or even the primary goal of  business operations. This shift has helped stimulate a more 
constructive and practical approach to private sector engagement in development, which according to 
Baumüller (2014)  “remains colored by skepticism about businesses’ motives and commitments to social goals”(p. 334). 
 See: http://ec.europa.eu/growth/industry/corporate-social-responsibility/index_en.htm5
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3.2 The Base of the Pyramid  
By highlighting the ”fortune” that lies among the four billion people at the base of  the income pyramid, 
Prahalad and Hart has successfully attracted the attention of  both the business and development community 
to recognize and investigate the market and developmental effect that can be gained by engaging with the 
“billions of  aspiring poor who are joining the market economy for the first time” (Prahalad and Hart 2002).  
With the objective of  building a new framework for poverty alleviation, the original proposition of  the Base 
of  the Pyramid was based on a simple premise that the worlds 4-5 billion poor people, currently un- or 
underserved by the large organized private sector, could be the engine for the next round of  global trade and 
prosperity.  BoP theory rests on a critique of  the way NGOs, development agencies and the private sector has 
overlooked the 4 billion poorest people in the world in what Prahalad (2010) refers to as “paternalism towards 
the poor” (p. VIII)  and argues that; ”If  we stop thinking of  the poor as victims or as a burden and start recognizing them 
as resilient and creative entrepreneurs and value-conscious consumers, a whole new world of  opportunity will open up” (p. I-2) . 
He argues that the language used when dealing with this group contributes to marginalizing a huge group of  
individuals and suggests that these people should be seen as individuals, partners and consumers who's needs 
and potentials can be addressed by innovative business activities within an inclusive capitalism: 
In order to engage with the people at the base of  the pyramid, Prahalad argues that new innovations in 
technology, products and services, and business models will need to be developed in joint initiatives between 
private firms, civil society organizations and local governments. Moreover, it is argued among BoP theorists 
that developing BoP markets will create millions of  new entrepreneurs at grass roots level, from women 
working as distributors and entrepreneurs to village-level micro enterprises. 
Thus, BoP theory differs from more traditional forms of  private sector development initiatives in that is 
seeks to engage the poor in a new way with a focus on BoP as consumers, rather than solely engaged in the 
global value chain as producers of  goods sold to a more developed consumer segment, or not at all. 
Furthermore, it seeks to challenge the view of  the poor as a segment that only can be served by the mercy of  
aid by expanding the poverty line and include those who might not live in extreme poverty, but still lives in a 
material poverty without access to basic goods and services.  
3.3 BoP Business Potential 
Elaborating on the potential with the BoP market, Prahalad argues that even though people at the BoP might 
have low purchasing power, the market is lucrative due to its sheer seize. Exactly what part of  the population 
that counts as ’the base of  the pyramid’ varies significantly, and the most used definitions spans from annual 
per capita incomes between US$ 1,500 to US$ 3,000 (Hammond et. al 2007) in purchasing power.  Originally, 
the term was introduced as the ’bottom of  the pyramid’ living on less than US$ 4 per day in purchasing 
power parity (PPP), but in a later edition from 2006, the ’base of  the pyramid’ referred to them as living on 
US$ 2 a day. In ‘The Next 4 Billion’ published by the World Resources Institute (WRI) and International 
Finance Corporation (IFC) in 2007, the bottom 4 billion were described with a clearer financial threshold: 
“The Base of  the Pyramid is the socioeconomic segment that primarily lives and operates their local enterprises in the informal 
economy and often has annual per capita income of  less than US$ 3,000 in PPP”.   
The exact definition of  ’the base’ used by development agencies and business varies, where the private sector 
tend to use the higher poverty line whiles development agencies ofter refer to the use the UN defined poverty 
lines, where the IFC definition equal to US$ 8 a day far exceeds the World Banks median poverty line for all 
developing countries except the poorest, which is US$ 2.50 purchasing power per day (2005 purchasing 
power equity). This large span in definition of  BoP, referring to income levels that are 4 to 6 times higher 
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“The process must start with respect for Bottom of  the Pyramid consumers as individuals. 
The process of  co-creation assumes that consumers are equally important joint problem 
solvers.” ”… we must recognize that the conversion of  the BoP into an active market is 
essentially a developmental activity. It is not about serving an existing market more 
efficiently. New and creative approaches are needed to convert poverty into an opportunity for 
all concerned.” ( Prahalad 2010:xv) 
than developments  definitions of  poverty, makes up a potential issue when it comes to developing private 
public partnerships directed at creating impact at the BoP. 
Table 1. Delineation of the base of the pyramid market — in US$, income in purchasing power parity (PPP) 
( B a ü m u l l e r e t a l . 2 0 1 4 , p . 3 3 7 )
  
When looking at the actual value of  the BoP market, it is clear that it depends on how the base is defined. 
Prahalad (2010:35) argues that it amount to as much as US$ 13 trillion annually,  while the assessment made 
by the IFC and WRI valued the global BOP market at US$ 5 trillion annually (Hammond et al. 2007).  Table 1 
above synthesizes the commonly  accepted spans when discussing BoP.  
One of  the most prominent critics of  the BoP concept, Aneel Karnani, who also was the first to criticize the 
early versions of  BoP theory for only viewing the BoP as consumers, is less enthusiastic about the market 
seize of  the BoP.  He claims that the market value presented by both Prahalad and Hammond are widely 
exaggerated, and criticizes the high per capita income cut at US$ 3,000 (US$ 8/day) and suggest that the 
income cut for the base of  the pyramid  US$ 1,000 annually, with a total market value is closer to US$ 1,2 
trillion at purchasing power parity (Karnani 2009). 
Following an ongoing debate between Karnani and Prahalad Katz 2007), Prahalad (2010) acknowledges that 
“there is no single universal definition of  the Bottom of  the Pyramid that can be useful,” and claims that the exact 
definition of  the base of  the pyramid or the terminology used to describe it is of  are ’secondary’. For 
Prahalad,  the fact remains that it is now widely recognized that; “four billion micro consumers and micro producers 
constitute a significant market and represent an engine of  innovation, vitality, and growth,” and companies can choose to 
serve any segment of  this market (Prahalad, 2010, p. 7). 
Prahalad also acknowledges that access to market will not provide a solution for all and that the poorest will 
still continue to rely on outside help from the governments and donors. But even so, the goal according to 
Prahalad (2010, p VIII) should be to “build capacity for people to escape poverty and deprivation through self-sustaining 
market-based systems,” even for the poorest. 
The market potential at the base of  the pyramid , no matter its seize, is what underpins the first assumption 
behind the BoP approach which suggests that; “engaging with the BOP market gives new potential for growth and 
innovation for the private sector”. By developing these markets, driving innovation, expanding the labour pool and 
strengthening value chains, doing business with the poor can be profitable. The specific business case is 
specific to each case, but UNDP summarizes the general business opportunities that comes with BoP 
engagement as follows: 
• Generating profits and financial sustainability  
• The sheer market seize of  the BoP, together with high growth rates and first-mover advantage in new markets 
means that doing business with the poor sometimes can yield higher rates of  return than ventures in developed 
markets. At other times, when profitability is just the means rather than the objective, inclusive business enables 
social entrepreneurs to become financially sustainable and thus allow them to scale and benefit even more people. 
• Developing new markets  
• The 4 billion people at the base of  the pyramid have a combined income of  as much as US$ 5 trillion ($ 13 
according to Prahalad 2010). These un- and underserved markets are currently suffering from a ’poverty penalty’ 
where they sometimes needs to pay more than a rich consumer for basic products such as water and food. By 
listening to the needs of  the BoP and developing business models that offer better value for money, or entirely new 
products and services, to improve the lives of  the poor, inclusive business pioneers can harvest great profits in 
return. 
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• Driving innovation 
• The challenge of  developing inclusive business models can lead to innovations that contribute to a company’s 
competitiveness. For example, to meet the poor’s preferences and needs, firms must offer new combinations of  
price and performance. And the pervasive constraints that businesses encounter when doing business with the poor
—from transportation difficulties to the inability to enforce contracts— require creative responses. These forces 
drive the development of  new products, services and business models that can catch on in other markets, giving 
innovative companies a competitive advantage in poor markets. 
• Expanding the labour pool 
• The poor are a large source of  labour. The advantages of  hiring them as employees go beyond cost savings. With 
adequate training and well-targeted marketing, the poor can deliver high-quality products and services. Furthermore, 
their local knowledge and connections may place them well to serve other poor consumers in their communities. 
• Strengthening value chains 
• For firms that procure locally, incorporating the poor in business value chains—as producers, suppliers, distributors, 
retailers and franchisees—can expand supply and lower risk. That can allow them to reduce costs and increase 
flexibility, especially as the local businesses move into more specialized or higher-skill activities such as component 
production and business services. 
3.4 BoP Development Potential 
BoP theorists argue that the development community has tended to focus on meeting the needs of  the 1 
billion poorest of  the poor, living on bellow $1 in local purchasing power. But with doing so, a much larger 
segment of  low-income people need has been overseen, who face various of  challenges that deserve 
attention (Hammond et al. 2007).  The people at the BoP often live in urban slums or rural areas and their 
needs are often very poorly served, dominated by the informal economy, and, as a result, relatively inefficient 
and uncompetitive (Ibid). These needs include access to finance, housing, water, sanitation, electricity and 
health services. According to a UNDP study from 2008, more than one billion people lack access to clean 
water, 1,6 billion live without electricity and 5,4 billion lack access to internet connection.  Being far away 
from the formal sector and public, Prahalad argue that they often do not hold any legal titles to their assets 
and remain trapped and under-leveraged, protected only by informal property systems enforced by local 
strongmen (Prahalad 2010).  In addition, BoP populations in rural areas have limited access to markets and 
are very vulnerable to destruction of  natural resources that their livelihoods rely upon. Due to lack of  access 
of  information, people living at the BoP often make uninformed decisions resulting in lower prizes for their 
produce. The fact that they often live in remote areas, together with limited access to information, also results 
in low bargaining power and a ”BoP penalty,” in the form of  higher prized and lower quality of  good and 
services than other market segments (Hammond et al 2007).  
Meeting the unmet needs and addressing the constrains of  the BoP is according to Hammond “essential to 
raising welfare, productivity, and income to enabling BoP households to find their own route out of  poverty” and without 
getting the opportunities to participate in an inclusive globalization, people stuck in poverty cannot benefit 
from the choices that come with a market economy.  Together, the market potential and the unmet need in 
the BOP makes up the potential win-win scenario in the core of  BoP theory. It suggests that by developing a 
new market in the BoP properly,  businesses can mitigate the many hurdles faced by billions of  people every 
day and development effects achieved. 
This illustrates the second assumption of  BoP-theory that; “engaging with the BOP has substantial development 
potential”. The UNDP (2008) has summarized the main development effects of  business at the BoP as 
follows: 
• Meeting basic needs.  
• Providing services and products to meet basic needs within food, clean water, sanitation, electricity and health-
related services.  
• Ex. In the Philippines, RiteMed sells generic drugs to more than 20 million low-income clients at prices 20%–75% 
less than leading brands. 
• Enabling the poor to become more productive.  
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• By getting access to new products and services — from electricity and mobile technology, ICT to agricultural 
equipment and improved access to insurance and credit — people at the BOP can become more productive. 
• In Mexico, Amanco provides small-scale lemon farmers with water-efficient drip irrigation systems that allow for 
continuous production 8–10 months a year. The systems are expected to increase the farmers’ annual yields from 9 
to 25 tons a hectare. In Morocco, Lydec provides water and electricity to Casablanca’s shanty- towns, increasing the 
share of  people with electricity and water services by 20%. 
• Increasing incomes. 
• By including poor people across the value chains as customers, employees, producers and small-business owners can 
help raise incomes in BOP.  
• In China, Huatai provides alternative income sources for local tree farmers and significantly adds to the incomes of  
about 6,000 rural households. In Tanzania, A to Z Textiles employs 3,200 people (90% of  them women) producing 
insecticide-treated bednets and pays them 20%–30% more than competitors. 
• Empowering the poor.  
• By gaining more control over their lives, the contributions above supports the empowerment of  poor people,  on 
individuals and community level. Furthermore, inclusive business-models often contributes to awareness-raising, 
providing information and training , including formerly marginalized groups and give people the confidence, hope 
and strength to escape poverty by their own means. 
3.5 BoP critique 
Despite it's promising developmental and growth potential, BoP has been heavily criticized by scholars such 
as Aneel Karnani, who beyond his spectrums regarding the the claims about the potential of  the BoP market 
as exaggerated also questions the very fundaments of  the BOP approach, and its ability to bring about 
developmental benefits. In his 2009 paper “The Bottom of  the Pyramid Strategy for Reducing Poverty: A Failed 
Promise” he argues that it is empirically false and overly romanticized to view the poor as “resilient and creative 
entrepreneurs and value-conscious consumers”. First he claims, this results in to little emphasis on the important legal, 
regulatory and social mechanisms needed to protect poor, vulnerable consumers. This can be reflected by 
research conducted by Banerjee and Duflo (2007) that shows that the poor, just like any consumer, do not 
necessarily make purchasing decisions that are most beneficial for the health and food security of  the 
individual or household.  As an example of  a product with dubious value for poor consumers, Karnani uses 
the case of  Unilever’s Fair and Lovely skin-whitening cream, often cited to highlight the success in servicing 
BOP markets (Karnani 2009) but a product with highly doubtful or even racist preferences. Karnani 
concludes that; “there is a need to impose some limits on free markets to prevent exploitation of  the poor” (Karnani 2007). 
Second he argues that it has overemphasized microcredit and underemphasized the growth of  modern 
enterprises that could provide long-term employment opportunities for the poor. This argument has 
similarities with much of  the discussion around consumer protection and over indebtedness in micro-finance. 
Stewart et al. (2010) criticizes the focus BoP theory has on MNCs and argue that it spoil opportunities for 
SMEs to develop in the local market.  Instead, Karnani request a framework that primarily see the poor as 
producers rather than as consumers.(Karnani 2007)  Finally, he claims that BoP grossly oversees the critical 
role that the state plays on poverty reduction. In his 2007 paper, “The Mirage of  Marketing to the Bottom of  the 
Pyramid: How the private sector can alleviate poverty”, Karnani also argues that the cost of  serving the poor are to 
high and therefor the BoP will not be reached. This argument is also reflected in a business review paper by 
Simanis (2012) “Reality Check at the Bottom of  the Pyramid” that suggests that there is a problem with the low-
price, low-margin, high-volume strategy that MNCs have adopted. Simanis argues that this strategy only 
works if  two characteristics exist: first, the ability to leverage existing infrastructure that already serves 
wealthier customers; and second, that consumers already know how to buy and use the product offering. 
This approach thus suggest a ‘whole pyramid’ approach that engages the BoP as a part of  a broader market 
and highlight the need to develop and educate BoP markets in order to serve them. This in turn increases the 
costs involved with developing BoP-initiatives.  
3.6 Sub-conclusion  
In theory, BoP seems not to contradict development agencies traditional development targets. On the 
contrary, by working with BoP strategies, BoP theory suggests that the private sector opens up new markets 
possibilities together with contributing to the development agenda. Despite the lack of  a clear definition of  
what constitutes the ’base of  the pyramid,’ there is today a general recognition among development agencies 
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and private actors, that four billion micro consumers and producers constitute a significant market that 
represent a potential engine of  human development, innovation and growth.  The BoP concept has shown to 
be a force, fundamentally altering the way actors thinks of  business role in development. Even through the 
span of  the market value of  the BoP varies quite dramatically, the prospects of  profits of  billions or even 
trillions of  US$, suggest that the BoP might play an important role in covering the trillion US$ financial gap 
in the post-2015 development agenda. The core question is how to engage with the BoP segment in a way 
that it promotes developmental effects a long side that of  profits.  Obviously, the 4 to 5 billion at the ’base of  
the pyramid’ is not a monolith, but rather constitutes a vast number of  submarkets that varies in cultural, 
economic and geographical preconditions. As such, actors seeking to engage with the BoP have defined the 
market based on the focus of  their engagement. A micro-finance organization in India might have a different 
definition of  the poor than another actor do in Brazil or the USA. When engaging the top segment of  the 
BoP, market forces alone might be able to develop these kind of  market-driven solutions, however, the 
further down the pyramid one chooses to interact, the harder it becomes to rely solely on market forces, as 
the challenges of  developing sustainable business-models increase. In order to reach the lower segments 
under the international recognized poverty lines, new innovative forms of  collaboration between the private 
and public becomes of  increased relevance in creating an enabling ecosystem for market-driven development 
firms, commonly referred by development agencies such as SIDA, DFID and  USAID as ”inclusive 
business”.  A part from recognizing the many challenges in developing sustainable business models in the 
BoP put forth by Simanis, the concept of  inclusive business also expands BoP theory by stressing the 
inclusion of  the BoP as more than consumers throughout the value chain. 
3.7.INCLUSIVE BUSINESS  
“Inclusive business,” or “inclusive markets,” is another recent incarnation of  the BoP approach that 
emphasize the benefits of  engaging the poor along the entire supply chain. Inclusive business models can 
include the poor on the demand side as clients and customers, and also on the supply side as employees, 
producers, and business owners. Many academic studies use the term inclusive business and BoP 
interchangeably. However, to distinguish the two more clearly, Baumüller’s description of  the  BoP concept 
will be used and frame the segment and potential with ’the base of  the pyramid’, while inclusive businesses 
are the response describing how businesses chose to engage with that segment. Rüdiger Hahn (2012) defines 
inclusive business as;  “an approach that provides for profit and non-profit companies to position themselves in relation to the 
world’s poor and points out opportunities for enduring poverty alleviation by leveraging private business know-how and 
resources” (p. 51). Building on BoP theory, the concept of  inclusive business share the idea that business 
activities “can contribute to the long-term goal of  poverty alleviation by embedding the neglected poor parts of  the world 
population into efficient value chains and market structures, both as consumers and as producers or distributors”(Hahn 2012).
        
As such, inclusive business stands in contrast with earlier concept of  both CSR and BoP in that it includes 
former excluded markets as a part of  the firms core business on both the supply and demand side and thus 
links them to the success of  the firm.Today there is no single framework that can be used to exactly define 
inclusive business models (IBM) and much of  the literature has concentrated on MNCs (Williams, R & 
Hayes, J. 2013), but in “Harnessing core business for development impact,” Caroline Ashley (2009) presents four 
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Figure 2. Impact of inclusive business approaches (Hahn, 2012)
different types of  inclusive business models that illustrates how private actors can modify their core business 
models to move towards an IBM (Se figure 3) . Group A consists of  commercial businesses that sell products 
needed by the poor which possess a high development impact such as financial services. Group B are 
companies that impact the poor in the normal course of  their activities but take deliberate action to expand 
and improve this impact, for example, mining companies that improve their local value chains. Group C 
captures small and micro enterprises (SMEs) that are embedded in the local economy and therefore 
dependent on its development. Finally, group D companies are enterprises that focus on a social product but 
with a commercial model of  delivery. 
     
The example brought forth by Ashley illustrates how IBM can be used to engage different actors in 
supporting the poor through core and profitable business models. Today, the inclusive business concepts has 
contributed to a growing assertion among development agencies, businesses, academics and NGOs that IBM 
has a central role to play in addressing development needs (DCED 2014).  
Despite its many advocates, some discussion in literature has questioned the true developmental effects of  
inclusive business approaches, taking in consideration the potential side effects which its presence may create 
in BoP markets. This debate leads back to the BoP segment and the central questions how to asses the impact 
created, for whom it is created, and in what way. Robert Van Tulder (2008) makes a distinction between 
market creating and market substituting initiatives. While market creating initiatives can be effective in 
alleviating poverty by providing complementary jobs and creating new markets for products and services. 
Market substituting initiatives on the other hand, offer goods and services that are already provided by the 
informal market and local entrepreneurs, thus has the potential to become market-disturbing and crowd-out 
local firms and employment, and as a result possibly create more damage than value in BoP markets. Van 
Tulden also suggest a distinction between narrow and broad inclusive business strategies whereas narrow 
strategies focus mainly on market opportunities, broad strategies takes into consideration the net effects of  
their operations including possible negative impact. As such broad strategies are typically market creating 
initiatives. For similar reason, Michael Blowfield (2008) highlights the importance of  distinguishing between 
inclusive businesses that merely ’serve’ the poor and those that actually include poverty alleviation outcomes 
into their strategies and decisions. According to Blowfield (Ibid), any business can have some sort of  impact 
on poverty, but as development agents, businesses needs to take responsibility for the outcome. As such, he 
argues that business’ impact on poverty is second to that of  holding them accountable for causing, preventing 
or alleviating poverty. Thus, even though there is evidence that business is attentive of  the issue of  poverty, 
these initiatives are narrow because they do not include what to be accountable for and to whom, instead 
these initiative stem from self-interest (Ibid). Part of  the reason for this can be traced back to the lack of  clear 
definitions that surrounds the concepts inclusive business and BoP. Van Tulden et al. (2011) argues that; “In 
order to be effective ...there is a need to classify and measure the impact of  inclusive business projects. Not all models have a 
positive impact on development” (p, 4). However, while profitability and market shares are easy to measure and 
assess, the non-financial  of  inclusive business activities is more difficult (Munir et al. 2010).  The debate 
regarding impact measurement is now of  key concern for both theorist and practitioners alike, resulting in a 
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Figure 3. Impact of inclusive business approaches (Ashley, 2009)
growing number of  policy recommendations and measurement tools which still are still argued to be far from 
satisfactory (Reeder et al. 2013, p. 1-3).  
Munir et al (2010) has chosen to categorize inclusive business strategies based on the impact that is has on 
poverty and inclusion by how they integrate the BoP into the value chain (Figure 4). They distinguish between 
four strategies: 
 Table 2. Categorization of inclusive business strategies (Munir et al. 2010) 
Even through Munir et al. manages to categorize the way in which the BoP is involved, it reveals little about 
the impact created, positive or negative, by the service of  product provided by the inclusive business in the 
market drive approach. When discussing how inclusive businesses benefits the BoP as consumers, Ashley 
(2009) ads another dimension by showing how inclusive businesses can create value that goes beyond poverty 
reduction and also incorporate goods and services that creates benefits at the base of  the pyramid. This can 
include better access to medical services or sanitation products. In “Harnessing core business for development 
impact,” Ashley (Ibid) describes how medicine can be distributed by at a lower cost or increased access to 
financial services can increase mobility among poor. Many of  these models also rely on micro-entrepreneurs 
and BoP venders to reach out to rural markets in cost-efficient ways. This issue is also confirmed by London 
(2009) who also argues that the predominant focus in terms of  social impact is on income, missing wider 
social dimensions. Van Tulder et al. (2011, p. 12) provide four requirements that puts a stronger link between 
inclusive business practice and developmental effects: 
(1) Mission: an active and identifiable approach towards poverty and income inequality 
(2) Impact: accountability beyond the direct effects of  the business model 
(3) Inclusive business cases: a clear link to the core activities and competencies of  the corporation 
(4) Stakeholder involvement: pro-active partnerships with NGOs and government 
Depending on to what extent these characteristics are applied and pursued, Van Tulder et al. (Ibid) 
distinguishes further between four main approaches for inclusive business within the broad and narrow 
strategies discussed before: 
An inactive  approach is the narrowest approach and comparable with a ”business as usual strategy” where 
the business in questions takes the perspective that the only responsibility a company has to be profitable and 
by doing this efficiency is created that might lead to economic development. In this case the company is has a 
passive strategy of  including poverty alleviation in core business strategies and thus it has it is questionable if  
it has any direct link to inclusive growth.  
A reactive approach focus on minimizing mistakes and negative stakeholder pressure. It mainly aim to reduce 
negative effects of  their operations on the local environment and in best cases engage with the BoP from a 
market-driven approach as consumers (Munir et al. 2010). This ”narrow” strategy has a weak link to inclusive 
growth. 
An active approach involves a broad strategy of  inclusive business where the company accepts responsibility 
and directly relate to the poor. In this case there exists a clear aim to develop inclusive business models that 
contributes to poverty alleviation through core activities. The mean is not to engage with the BoP as a market 
opportunity, but rather as a “positive duty”. Despite this, Van Tulden categories this approach to have a weak 
link to inclusive growth. 
The only approach that inclusive businesses can have to have  a strong link to inclusive growth is by adopting 
a proactive approach, where businesses involves all stakeholders from the start of  an issue  life-cycle. This 
approach seeks partnerships to develop better solution for complex causes. Businesses that adopt a proactive 
Category of Initiatives Involvement of BoP Level of Commitment
Market-driven Targeting sales and consumption BoP has no 
active participation in the production chain
Minimal
Distribution-driven BoP employed in the production chain, 
performing same type of jobs as otherwise
Low (employed are easily replaceable and do 
not build capabilities)
Production driven Employing the BoP as raw material suppliers 
and potentially enhancing skills and expertise
Low to Medium (depending on degree of BoP 
capability enhancement)
Knowledge given BoP integration into the higher value-added 
ares of a production (R&D or specialized 
manufacturing)
HIgh (technical knowledge requires investment 
in BoP capabilities)
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approach to inclusive business have clearly defined strategies and business models to tackle poverty 
alleviation. 
Despite ongoing discussion on what constitutes an inclusive business, fact is that inclusive business models 
that engage with consumers or producers at the BoP are widespread in current development discussions, 
strategies and initiatives.  
3.8 Inclusive Business in practise  
For development agencies influenced by the ”California consensus” and the BoP-movement, inclusive 
business are increasingly seen as a cost-efficient way to deliver long-term sustainable developmental initiatives 
with the potential to reach a scale beyond most direct development interventions (Wach 2012).  In terms of  
development finance, governments recognize the potential of  engaging with inclusive business to source 
private sector ’ impact investments’ and thus “catalyzing new capital for results in international development” (G20 
2014, p. 3).  According to UNDP (2013) , “Inclusive business (…) represents a promising approach to bringing the 
benefits of  economic growth directly to low-income people by including them within value chains”. Among practitioners, the 
concept of  inclusive business is somewhat more clearly defined and highlights to a larger degree than Hahn’s 
definition the importance of  engaging the poor throughout the whole value-chain: 
UNDP Definition (UNDP 2008) : 
“Inclusive business models include the poor on the demand side as clients and customers and on the supply side as employees, producers and business owners at 
various points in the value chain. They build bridges between business and the poor for mutual benefit. The benefits from inclusive business models go beyond 
immediate profits and higher incomes. For business, they include driving innovations, building markets and strengthening supply chains. And for the poor, they 
include higher productivity, sustainable earnings and greater empowerment” (p. 2) 
IFC definition ( Jenkins et al. 2011) 
“Inclusive business models expand access to goods, services, and livelihood opportunities for those at the base of  the pyramid in commercially viable, scalable 
ways. Inclusive business models are helping companies turn underserved populations into dynamic consumer markets and diverse new sources of  supply. In the 
process, companies are developing product, service, and business model innovations with the potential to tip the scales of  competitive advantage in more 
established markets as well.” (p. 2) 
Moreover, the UNDP distinguished between three types of  inclusive business models similar to Munir et al, 
looking on how they integrate with the BOP: 
Table 3. UNDP categorization of inclusive business strategies (Gradl and Knobloch(2010)) 
It is clear that since its introduction in the outset of  inclusive capitalism, scholars, practitioners and 
institutions from various research domains have developed a wide terminology surrounding inclusive business 
that all concern inclusion of  the poor. Nonetheless, today, most major development agencies and 
international development agencies facilitate programs that promotes inclusive markets and inclusive 
business. The attractive BoP proposition of  a US$ trillion market potential, together with the growing 
support for inclusive business has also lead to a strong support in the private and non-profit  development 
community.  This can be exemplified by the non-profit development organization SNV, that together with the 
World Business Council on Sustainable Development (WBCSD) is promoting inclusive business models that 
Poor as Company Benefits Benefits of the poor Example Munir et al 2010
comparison
Supplier • Strengthening supply 
chains 
• Reducing cost 
• Improving the product
• Increasing incomes 
• Building skills
• Empowering 
communities
Bionexx, Malaria medicine 
production in Madagascar
Production driven
Consumer • Building new markets
• Increasing revenues
• Improved productivity 
and quality of life
• Cost savings
• Choice and voice
M-Pesa, Mobile Banking by 
Safaricom in Kenya
Market driven
Entrepreneur • Scaling up and achieving 
fast growth
• Deepening market 
penetration and increasing 
sales
• Income opportunities
• Skills
• Empowerment
Honeycare: Sustainable 
honey production by 
smallholder farmers, Kenya 
Distribution driven
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are both profitable and that have a clear development benefit for the low-income segment of  the population 
(WBCSD and SNV 2008). In 2009, the private sector arm of  the World Bank Group, the IFC, that has 
specialized in linking inclusive business and  BOP approaches, committed US$ 780 million to more than 35 
clients with inclusive business models while more than 150 active clients were in its portfolio (Jenkins et al. 
2010). Other examples include Rockefeller Foundation financed venture foundations such as The Acumen 
Foundation, which “raises charitable donations to invest in companies … that are changing the way the world tackles 
poverty” .  This thesis will later present how Sida is engaging with the concepts of  inclusive business and BoP. 6
3.9 Evidence base for inclusive business 
Despite many initiatives facilitating the growth of  inclusive business were of  an experimental character when 
conceived, without a sound empirical framework to stand on, the evidence base reviewing the developmental 
effects of  inclusive business has matured since 2010, supplementing a body of  literature that previously has 
been relying on to some extent ’anecdotal’ evidence (Ashburn and Gray 2014).  In “Making Better Investments at 
the Base of  the Pyramid,” London (2009) states that; “feel-good stories aside, it’s been nearly impossible to gauge the efficacy 
of  these ventures”. This can partly be explained by the  by the fact that inclusive business models vary 
significantly in their approach as illustrated by Ashley (2009). Notwithstanding these limitations in the 
evidence base, there are a number of  reports that strives to capture the lessons learnt from successful 
inclusive business ventures so far.  
In “Scaling Up Inclusive Business: Advancing the Knowledge and Action Agenda” Jenkins and Ishikawa (2010) reviewed 
the impact of  14 inclusive businesses in their portfolio that were non-multinational, locally grown companies. 
The report shows that growth had been the main business outcome for business, whereas development 
outcomes included expanded economic opportunities (for suppliers, distributors and retailers) and access to 
goods and services. When it comes to reaching BoP consumers, an ever growing body of  literature is 
providing examples of  inclusive business reaching the BoP (Heinrich 2014), but still, it is difficult to make 
and generalization of  the ability of  inclusive business as a development tool. In a field experiment conducted 
by Christensen et al. (2014) provides arguments that for-profit strategies can be more effective than free 
hand-outs in ensuring long-term use of  health-related products among poor consumers. In the experiment 
they examined the initial uptake, usage and repeated usage of  a water purification product in 1,853 Malawian 
households. The study shows that even though initial uptake was highest for the free  products, usage fell by 
one third in the end compared to the for-profit, moderately and deeply discounted strategies where it only fell 
by 2% contra 6%.The authors conclude that a heavily discounted price seems to be the most effective 
strategy for inducing both initial purchase and repeated use of  a product over the long run at the BoP. 
3.9.1 The role of partnerships in inclusive business 
Throughout literature, collaborations, partnerships and networks are regarded as vital conditions for inclusive 
business to become successful. The reason for this relates to the complex market environment at the bottom 
of  the pyramid , that is often plagued by institutional voids and a range of  market challenges that inclusive 
businesses needs to overcome. Furthermore, partnerships plays an important role in reassuring the 
developmental effects of  these initiatives that otherwise might become shadowed by commercial interests. 
According to Van Tulder et al. (2011), partnerships play a key role in determining the developmental effect 
for inclusive businesses, which can have different purposes in terms of  fulfilling business objectives, social 
objectives, or a combination of  both. As indicated above, he also argues that only businesses that proactively 
seeks out partnerships with NGOs and governments can be clearly linked to inclusive growth. In 
resemblance, to avoid the potential negative effects of  inclusive business, London (2009) observes that IBM 
that are supported by development agencies show a greater development potential. This he claims, is due to 
the collaborative advantages that arise when business practices are combined with the experience that 
development agencies have with the wider dynamics of  social impact at the BoP. This illustrates an emerging 
development that is further reinstated by the second collaboration between the IFC and Harvard’s CSR 
initiative. In “Tackling Barriers to Scale: From Inclusive Business Models to Inclusive Business Ecosystems,” Gradl and 
Jenkins (2011) argues that despite some successes, IBMs’ record is limited compared to the vast levels of  
investments. They highlight the systemic barriers to scale, and stresses that those can only be tackled in 
collaboration with other players in the private sector, in government and in civil society. According to the 
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authors,  this can be achieved by strengthening ‘inclusive business ecosystems’ through “strategically engaging the 
networks of  interconnected, interdependent players whose actions determine whether or not their inclusive business models will 
succeed.” In a third report on the role of  large firms in expanding economic opportunity, Jenkins and Beth 
found that collaboration was a core component of  over half  of  more than 50 inclusive business models 
examined (Jenkins et al. 2007). The increased focus on partnerships represents a shift in focus away from the 
individual firm and broadens the concept of  inclusive business to also incorporate aspects relating to market 
development approaches, such as Making Markets Work for the Poor (M4P), which will be further explained 
in the public sector facilitation roles chapter.  
3.9.2 Sub-conclusion 
Even though companies for long has collaborated with development organizations, it has rarely been through 
their core business practices and from a development perspective. The inclusive business approaches, deriving 
from BoP theory, focus on integrating developmental aspects into companies core business practices as 
means to engage with low-income markets rather than as peripheral CSR-projects. Simultaneously, for 
development practitioners, inclusive markets presents an opportunity for achieving large-scale poverty 
alleviation. 
In theory, inclusive business presents a framework that to some extent complement the BoP theory in that it 
more clearly describes how to involve the BoP through different types of  IBM. But just as in the case for 
BoP theory, its lack of  clear definition leaves it open for the actors to themselves define exactly what makes 
an inclusive business. To distinguishing between occasionally achieved developmental effects of  any business, 
or even harmful business activities, theorists suggest that more rigorous assessment and measurement tools 
are developed. For an inclusive business to be truly ’inclusive,’ predefined developmental targets together with 
strategies for how to measure the developmental impact alongside financial growth are recommended. 
Without excluding SMEs, inclusive businesses stands out in that it emphasizes scalability, and thus it also 
contrast itself  from micro-finance in that it to a larger degree promotes business activities that create new 
viable companies and jobs for the poor.  
Finally, the concept of  inclusive business presents a framework that despite its weaknesses, to a larger degree 
enables systemic solutions to the root of  poverty. Rather than only dressing the ”cosmetic” aspects of  CSR, 
inclusive businesses seek to engage the BoP on both supply and demand side and  moreover provide 
increased access to affordable and relevant services and products for the poor. 
In conjunction, BoP and inclusive business together makes up two key concepts in the post 2015 
development agenda, but despite showing potential, there are still many challenges concerning its actual 
development effects. Nonetheless, the development community has embraced the terms. 
Among practitioners, the discussion seems to have moved beyond whether or not the concept of  inclusive 
business should be used, rather how to facilitate the growth of  the inclusive markets in the best way possible 
and overcome the challenges and limited to the concept. Both in terms of  reaching the poor, but also to 
avoid the potential downsides of  the concepts. 
The next chapter will focus on the challenges that are seen as standing in the way for the BoP concepts to 
fulfill its promises. The following chapter will then analyze what strategies the private and public sectors are 
using to engage with the BoP, and how they jointly address these challenges. 
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4. BARRIERS TO SCALE INCLUSIVE BUSINESS 
MODELS 
The previous chapter explained the theory of  change relating to BoP and inclusive business theory and 
illustrated that the concepts has been embraced by the development community and the private sector. 
Despite some successes, scholars as well as practitioners highlight that the many challenges linked to 
developing inclusive business models in base of  pyramid markets have resulted in a limited amount of  
successful inclusive businesses operating at scale.  This limits the BoP ability to fulfill its development 
promise as a potential catalyst of  private financial flows into development and harbinger of  global poverty 
alleviation. To overcome these hurtles, they stress the importance of   building ‘inclusive business ecosystems’, 
engaging stakeholders across private, public and non-profit sector. This chapter will focus on identifying these 
challenges in order to provide an analytical foundation for the analysis, where private and public sector 
reposes to facilitating these challenges will be investigated and discussed. 
4.1 Importance of scale  
Despite the growing number of  initiatives supporting IBM at the BoP, both practitioners and scholars agree 
that few inclusive business models actually go beyond the early pilot stages and becomes financially 
sustainable initiatives operating at scale (WBCSD 2013; UNDP 2008; Prahalad, 2010; Hammond, 2011, 
Karnani 2009). According to Prahalad (2010), operating at scale is important in order to increase reach, and 
thus the developmental impact of  the inclusive business, but even more so since IBM depend on the volume 
of  operations to become commercially viable and thus sustainable. In common for many IBM are low 
margins due to high price sensitivity among consumers at the BoP together with the additional expenses that 
comes with education of  retailers, suppliers and consumers and provision of  new financial services (Gradl 
and Jenkins 2011) which often is required in the creation of  new BoP markets.  Jenkins and Ishikawa (2010) 
underlines this by arguing that; “…scale is important for business reasons (to compensate for low margins and reach 
commercial viability) and development reasons (to match the scale of  the need on a sustained basis)”.    
According to Karamchandani et al. (2009), the trajectory of  going from a business blueprint to financial 
sustainability, can take as much as ten years, and while admitting that market led initiatives has great potential, 
he argues that  there is a need to increase the rate at which initiatives scale.  This is exemplified in Appendix 
III, that illustrates three inclusive business, part of  the DFID challenge fund Business Innovation Facility’s, 
perspective on their own trajectories (Ashley et al. 2014). Before reaching scale and thus financial 
sustainability, inclusive businesses are dependent on a mixed influx of  various of  types of  capital in order to 
progress. Global Entrepreneurship Monitor data suggests that there is a 10:1 crop-out rate at each stage of  
current inclusive businesses (see  stages in table 3 bellow). From a development perspective, this suggests that 
a country needs a strong ”pipeline” consisting of  many start-ups in order to achieve any realistic chance to 
create impact at scale and source private capital into BoP markets. In response to the challenge of  lack of  
adequate access of  soft- and patient capital in early stages, London and Hart (2011) claim that scale can be 
reached by combining returns from BoP-markets with “smart resources and subsides” gained through 
collaboration with development and governmental agencies and donors. More specifically, they argue that 
most initiatives will find it difficult to demonstrate economic viability without such external support.  Koh et 
al. (2012) supports this argument and claim that addressing the barriers to scale requires determined and 
sustained effort and investments from a variety of  actors, including local players, commercial investors, 
impact investors, traditional aid donors and philanthropists, large corporations and governments , making up 
the enabling ecosystem for scaling inclusive business. The needs varies throughout the trajectory of  an 
inclusive business, and London indicates that an initiatives success in scaling is dependent on the success in 
other stages of  a this trajectory. The “four stages of  pioneer firm development” (see Table 3), similar to London´s 
model for scaling,  is developed by the Monitor Group and Acumen foundation and is used by Department 
for International Development (DfiD) and other development agencies in order to illustrate the trajectory 
and enabling ecosystem involved with scaling inclusive business (Koh et al. 2012). 
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Table 3. Four Stages of Pioneer Firm Development (Koh et al. 2012)  
   
    
In the Blueprint stage the main objective for an inclusive business is to develop and prove a viable business 
model for a solution that addresses the needs of  customers in the BoP. In this high-risk stage, most inclusive 
businesses are relying on patient- and soft capital. 
In the Validate stage, inclusive businesses needs to prove the commercial viability and scalability of  their 
business model by testing and refining their product, services or business model. Financing needs in this stage 
are mainly connected to facilitating market trials and are considered to still be of  high risk as the company has 
not reached break-even and thus does not offer a viable investment.  
Having proven its inclusive business model the Preparation stages involves roll out of  the product or service 
into wider market. The Prepare stage is a period of  commercial activity and growth that requires the 
development of  both internal and external conditions. Markets need to be prepared and educated, value-
chains improved and the internal organization needs to be structured in a way that enables sustainable scaling. 
Financing needs are mainly connected to funding marketing, supply chain, fixed assets and inventory. 
In the last phase, the inclusive business attempts to reach Scale and thus improved chances delivering profits 
and achieving large-scale developmental effects. Trying to expand operations into new areas often brings 
about new challenges and puts increased pressure on management to develop a scale-efficient organization 
and ability to manage an increasingly diverse and sophisticated group of  investors and stakeholders. 
Financing needs are significantly larger than in earlier stages but as the inclusive business model has shown 
potential, and might even be making a profit, the risks involved for investors are smaller. 
4.2 Barriers to scale 
A part from the need for soft and patient capital in early stages, different scholars and practitioners  emphasis 
different barriers for inclusive business models to reach scale (UNDP, 2008; Monitor Deloitte, 2012; IFC, 
2010 & 2012; WBCSD,2013; G20, 2013). In this section the most commonly discussed will be illustrated.  
To categorize barriers to scale for inclusive business, Hammond (2011) has developed a categorization of  
BoP barriers where he distinguish them in three categories. The fist category of  challenges derive from a lack 
of  knowledge in basic business practices, which he states can be taught and thus overcome. This thesis will 
refer to this barrier as firm-level. The second category of  barriers are more difficult to address and stem from 
local micro level challenges, such as inadequate infrastructure, ineffective regulation and lack of  financial 
services for the poor.  The third and final set of  challenges concerns macro, global level challenges and are 
often present for existing initiatives attempting to scale. These include finding strategic global partners and 
raising global capital. In figure 4, Hammond’s model is used to categories the different challenges identified 
by both practitioners and scholars.  This thesis will focus on the challenges at macro-level as it is suggested to 
pose the greatest barrier to scaling of  inclusive businesses in BoP markets. 
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Table 4. Categorization of barriers to scale (Author) 
According to the UNDP (2008), the most common barriers to scaling include lack of  market information, 
ineffective regulation, inadequate infrastructure and limited knowledge, skills and access to finance among the 
consumers at the BoP.  Other barriers to scale include unrealistic expectations on time to reach scale, lack of  
access to adequate financing, difficulty of  business model adaptation, lack of  appropriate partners in new 
markets and a lack of  internal buy-in within the firm (Hammond 2011).  
IFC (2012) further stresses the problem of  financial access. In a survey for the G20 challenge, 90% of  197 
applicant businesses reported it as a major obstacle, and over a third considered it the biggest obstacle. Key 
issues include lenders lacking information on borrower creditworthiness, lenders considering inclusive 
businesses riskier, and businesses cases not being viewed as strong enough to qualify for commercial 
financing. Other major obstacles included poor infrastructure and lack of  qualified labour. WBCSD (2013) 
also highlights the potentially high cost of  further investment as regular business investments have higher and 
more dependable rates of  returns; inclusive business models can be too different from the existing business 
model to allow leveraging of  existing operations; and, for similar reasons, company capabilities and 
experience may be insufficient. 
The Development Working Group of  the G20 (2014) presents four broad policy constraints linked to 
limited target market information, missing or burdensome regulations and market informality that can make it 
difficult to establish business relations, inadequate public infrastructure and limited financial resources among 
BoP-consumers and access to further finance to fund inclusive business growth. 
In a report for Monitor Deloitte, Koh et al. (2012) points out the weak technical capacity in developing 
country markets, weak local governance and need for support in developing business plans and long-term 
strategies among inclusive businesses.  
Some of  the above mentioned challenges can be categorized on the firm and micro-level but a majority of  
reports from both practitioners and academics representing both private and public sector, tends to focus on 
a growing concern of  the macro-challenges involved with financing as a major barrier.  
In their 2014 subject paper on social investing, the G20 Development Working Group focuses on the macro-
constrains relating to access to appropriate funding in early stages of  inclusive business development which in 
turn results in the market asymmetry where few initiatives are able to grow into viable inclusive businesses 
able to secure further finance. The G20 points out that despite showing potential for both social and financial 
process; “Too often, small, young social enterprises fail due to a lack of  capital in the“pioneer stage” (G20, 2014, p. 11). 
Normally, in early stages of  business development, funds are sourced from family and friends; however in the 
developing world this capital is not available, sufficient or sustainable. Furthermore, low credit worthiness 
BARRIERS TO SCALE
Source Firm Micro Macro
UNDP	  (2008) Missing knowledge and skills 
Limited market information
Ineffective regulatory environment 
Inadequate physical infrastructure 
Restricted access to financial 
products and services
G20 (2014) Limited target market information Missing or burdensome 
regulations 
market informality 
incomplete public structures and 
capacity
Limited financial resources and 
access to further finance
IFC	  (2010	  &	  2012)	   Difficulty of  business model 
adaptation 
Poor infrastructure  
lack of  qualified labour.
Limited financial resources and 
access to further finance
WBCSD	  (2013) Insufficient company capabilities 
and experience
Cost of  further investment
Monitor Deloitte (2014) Weak business model 
Lack of  managerial and technical 
skills 
Lack of  hard infrastructure 
Lack of  customer awareness 
Lack of  access to finance among 
BOP consumers
Lack of  access to grant capital 
in early stages leading to 
”pioneers gap”
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often result in, if  any, high and unfavorable interest rates from local financial institutes. (Ibid) Second, when 
looking for further finance in later stages of  development, the G20 highlights the issues related to the 
management and sharing of  risks associated with investing in emerging BoP markets.  Due to high 
uncertainties in the local market and political system and complex business-models, many investors shy away 
from investing in BoP markets. According to the G20, governments should explore how they can help attract 
investments in ”high risk” BoP markets by ensuring that; “their development financial institutions has the incentives 
and tools to take on risk” (p. 12). Together they claim, impact investments and grants can become drivers 
allowing for inclusive businesses to overcome the financial gap and secure the adequate mix of  funding in the 
pioneering stage of  inclusive business. However, this “requires new finance and investment models that encourage better 
collaboration between the public and private sectors” (p. 4). 
4.3 Sub-conclusion 
This chapter has illustrated the many barriers that stand in the way of  the developmental and business 
potential represented by the BoP-proposition. As illustrated in the figure bellow, overcoming these and 
building enabling ecosystems for inclusive business requires cooperation from a multitude of  different actors. 
Table 5 illustrates the most commonly identified barriers on firm and micro-level and presents macro-level 
challenges based literature review above.  
Table 5. Inclusive business barriers categorized on micro, macro and firm-level (Author)  
  
The overarching barrier to inclusive business potential as a development mechanism suggest that promising 
inclusive businesses lack to appropriate funding opportunities results in 9 out of  10 initiatives fail before they 
become financially sustainable and thus limit the potential growth-potential of  the entire sector. This 
trajectory of  going from blueprint to becoming financially sustainable, is expected to take as long as a decade 
in average, which indicates that inclusive business needs access to different kinds of  grant capital for a long 
period of  time. To fill this gap, and allow for an enabling ecosystem stimulating inclusive growth, both 
practitioners and theorists suggest that more innovative forms of  finance for BoP market development is 
required. According to the development community, the private sector has an important role as financier of  
inclusive businesses and thus to support the development agenda. According to the private sector, donors 
play an important role in sharing the risk associated with investing in BOP-markets. 
In the following chapters, both private and public sector responses to address these barriers will be analyzed 
together with their role in creating an enabling ecosystem for inclusive businesses. 
Level Barriers to scale
Firm Limited knowledge and skills among the BoP
Firm Limited market information
Micro Limited access to finance among the BoP
Micro Ineffective regulatory environment
Micro Inadequate physical infrastructure
Macro Lack of  access to early stage finance
Macro Lack of  access to further finance to reach scale
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5. PRIVATE SECTOR FACILITATION RESPONSE 
As indicated in the pervious chapter, an enabling ’ecosystem’ is essential in order for inclusive businesses to 
overcome the challenges involved with engagement in BoP markets and develop into scalable enterprises with 
the potential positive gains for people living in poverty. This enabling system requires the engagement of  
both private and public actors, that got equally an important role in addressing the multitude of  complexity 
facing inclusive business firms. A part from playing an important role in addressing firm- and micro-level 
challenges, the global private financial sector is argued to play an even more important role as capital 
providers to inclusive businesses, and thus important financiers of  the post-2015 development finance gap. 
This chapter will focus on the role of  the private sector as financiers in the supportive ecosystem of  inclusive 
business. It will introduce the strategies that the private sector employ to engage and invest in BoP markets, 
and distinguish between different kinds of  concessional and non-concessional investors, and in what way they 
value and measure social impact. Based on recent research and body of  literature, it will analyze the industries 
role in relation to development agencies, and thus prove a framework for analyzing the public sectors ability 
to complement these strategies.   
5.1 Background  
BoP theory has given birth to what Moran (2014) refers to as a ’BoP-movement,’ paving the way for a new 
type of  asset class within the financial sector, referred to as “impact investments” , “intentionally target specific social 7
and/or environmental objectives along with a financial return and measure the achievement of  both” . As suggested by BoP-8
scholars, impact investors seek to tap into the ”fortune at the bottom of  the pyramid”, which according to impact 
investment practitioners represent market worth as much as US$ 2 trillions in the coming five to ten years.  9
As of  today, there are more than 355 (Ibid) impact investment funds that include that are managed by 
specialized asset managers such as Root Capital and mainstream financial institutions such as J.P Morgan and 
Deutsche Bank.  One of  the concepts strongest advocates has been the Rockefeller Foundation, one of  the 
world oldest and most influential foundations , that has incubated the Global Impact Investment Network 10
(GIIN), working to “increase the scale and effectiveness of  impact investing”.  Together with other non-profit 11
organizations  and in partnership with universities such as Harvard and Oxford, they are responsible for 12
promoting a rich body of  literature in the field of  impact investments and inclusive business. By introducing 
social benefits into the decision-making framework of  investors, impact investments are increasingly seen as a 
way for donors to allow for a global increase in available capital to fund social beneficial interventions and 
outcomes in developing countries (G20 2014). 
What is impact investing? 
Despite various definitions of  the term, this study refers to GIINs definition impact investments as 
“Investments made into companies, organizations, and funds with the intention to generate social and environmental impact 
alongside a financial return. Impact investments can be made in both emerging and developed markets, and target a range of  
returns from below market to market rate, depending upon the circumstances” .  According to GIIN, impact investments 13
provides capital to address the world’s most pressing challenges in sectors such as sustainable agriculture, 
clean technology, micro-finance, and affordable and accessible basic services including housing, healthcare, 
and education.  Impact investments differs from philanthropy where no financial returns are expected and 
from socially responsible investment where negative impacts are avoided but positive impacts are not 
necessarily required or measured (El-Zoghbi and Gonzalez, 2013).  Compared to SMEs financed by micro-
 In 2007, The Rockefeller foundation invited a range of  investors, philanthropists and entrepreneurs to Bellagio conference center in an attempt to 7
understand how to catalyze more global capital into investments aiming at generating positive societal impact. By the end of  this meeting the term: 
“Impact Investment”, was coined.
 This report uses a definition of  impact investment provided in the Social Impact Investment Taskforce report. 8
  Source: https://thegiin.org/impact-investing/need-to-know/#s2 (2016.01.05)9
 Source: http://foundationcenter.org/findfunders/topfunders/top100giving.html (2016.01.05)10
 Source: http://www.rockefellerfoundation.org/our-work/initiatives/innovative-finance/ (2016.01.05)11
 Omidyar Network, the MasterCard Foundation, Shell Foundation, Bill & Melinda Gates foundation and The David and Lucile Packard foundation12
 See: https://thegiin.org/impact-investing/need-to-know/13
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finance institutions, impact investments includes a much more diverse group of  investees, such as larger, 
multinational cooperations. In a Stanford published article, Paul Brest and Kelly Borne (2013) distinguishes 
an impact investor from traditional investor that ’unintentionally’ contributes to social impact by the investors 
initial intention of  achieving social impact. They distinguish between two types of  investors where a ’socially 
neutral investor’ makes investment decisions based solely on expected financial return and a ’socially motivated 
investor’ values the particular products (e.g., mobile banking, clean energy) or systemic impact  (e.g. BoP 
engagement in the value chain) produced. A part from improving its financial returns, a ’socially motivated’ 
investor is also interested in increasing the quantity or quality of  it's socially beneficial outputs. According two 
Brest and Kelly, the socially motivated investors fall into two main categories, often referred to in impact 
investing terminology as ’impact first’ and ’finance ’first’ investors: 
• “Impact first” or “concessionary” investors willing to make financial sacrifice by taking greater risks or 
accepting lower return to maximize social or environmental impact 
• “Finance first” or “non-concessionary” investors who seek investment opportunities that offer market rate or 
above returns while secondarily generating social or environmental impact. 
Together with the intentionally of  an investment, return expectations makes up the core characteristic of  impact 
investing and ranges from bellow market returns to market-rate expectations.  
In development rhetorics, The Inter-American development Bank (IDB) ads the two dimensions of  BoP, and 
inclusive business in their definition of  impact investments and claim that an impact investment need to fulfill 
two criterial: 
1. Address either basic needs (e.g.,agriculture,water,housing) or basic services (e.g., education, health, green 
energy and financial services). 
2. At least half  of  its beneficiaries must be vulnerable populations, defined as people with incomes below 
the threshold of  US$ 10 purchasing power parity (PPP) per day. 
As such, it can be argued that the term “impact investing” shares the issue of  a lack of  clear definition with 
the “BoP” and “Inclusive Business” definitions, leaving room for various of  interpretation. Since 2010, J.P. 
Morgan and GIIN have conducted an annual survey on global impact investing, capturing data from a sample 
of  those funds with at least US$ 10 million in assets under management (AuM) . In 2015, their survey showed 
that out of  146 impact investors with portfolios over US$ 10 million, 45% accepted lower financial returns in 
favor of  social impact (Saltuk and Idrissi 2015).  
 
This emphasis the need for rigorous focus on impact measurement among impact investors, that defines the 
commitment of  the investor to measure and report its social and environmental performance and progress, 
thus ensuring transparency and accountability. In particular, the intentionality among impact investors together 
with clear developmental targets needs to be specified in order for the industry to cooperate with 
development agencies, who otherwise risk engaging with for-profit businesses without significant 
developmental intentions.  
In response to a growing need for better measurement definitions, GIIN has developed a set of  general 
components for impact measurement among impact investors include: 
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Figure 4. Target financial returns principally sough by 145  impact investors (Saltuk and Idrissi) 
  
Impact investments in development  
The field of  impact investments is still in it's early stages but the according to the 2015 GIIN and J.P Morgan 
survey impact investors shows a total asset class of  US$ 60 billion globally, including US$ 10.6 billion 
invested in 2014 where 48% was invested in emerging markets. Respondents indicated they  planned to invest 
16 percent more in 2015 (Ibid). The growth of  the sector can be illustrated by the significant increase in 
respondence in the GIIN surveys that has increased from 24 in 2010 (O’Donohoe et al. 2010), to 146 in 2014 
together with the growth in assets under management from US$ 2.5 billion in 2010 to the US$ 60 billion in 
2014. Another important development is the change of  the sectors  in which impact investments take place 
where the 2013 survey showed that 72.1% of  the investments were made in to the micro-finance sector, the 
same sector only accounted for 16% in the 2015 report (Saltuk 2013, 2015). See Appendix IIII for full 
overview. More than half  of  the respondents (56%) reported primarily targeting social impact, while 5% 
target primarily environmental impact, and 39% include both social and environmental objectives. Figure 
bellow show how the impact investors in the study aim to deliver social and environmental impact: 
Figure 5. Impact investors strategies for achieving social and/or environmental impact (Saltuk and Idrissi 2015)
  
In relation to BoP theory (Munir et al 2010; UNDP 2008) , one can argue that impact investors seem to 
utilize market- and production-driven engagement strategies to a larger degree than strategies where the poor 
are engaged in the distribution chain.  
5.2 BoP segmentation and reach of impact investments 
The range for defining the beneficiaries within impact investing varies. However, respondents in the GIIN 
and J.P Morgan survey indicate that the majority (87) use metrics aligned with IRIS  that rank the poor in 14
acceptable terms in relation to BoP theory, while 44 respondents used standard frameworks and assessments 
such as GIIR . Only two out of  156 respondents indicate that they do not measure social and environmental 15
performance.  
Outputs: Direct products of  an organization's activities (e.g., clients provided services, goods produced, trainings delivered). 
Outcomes: Changes occurring as a result of  the activities and outputs (e.g., client savings, higher student graduation rates). 
Benchmark: Comparison against external performance data in a particular sector. 
Attribution: An understanding of  what proportion of  the impact that occurred was caused due to your investment and not other 
factors (e.g., market growth or participation of  other parties). 
Additionally: Proof  that impact would not have occurred had your organization not made this investment. 
Source; (Saltuk and Idrissi, 2015) 
 IRIS is the catalogue of  generally accepted performance metrics that leading impact investors use to measure social, environmental, and financial success. 14
IRIS is managed by the Global Impact Investing Network. See more at www.iris.thegiin.org.
 GIIRS (Global Impact Investment Ratings System) is a framework that measures a company’s or fund's social and environmental impact. The GIIRS 15
tool uses IRIS metrics in conjunction with additional criteria to come up with an overall company- or fund-level rating, as well as targeted sub-ratings in the 
categories of  governance, workers, community, environment, and socially- and environmentally-focused business models. See more at http://b-
analytics.net/giirs-ratings.
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Table 6. IRIS indicators related to poverty levels  16
Despite not being representative of   the entire market, Root Capital and Grassroots Business Fund are two 
examples of  impact investors that specifically target the BoP. Root capital uses the Progress out of  Poverty 
Index  and shows that in investments in, Uganda, Ghana and Tanzania, well over three quarter of  their 17
beneficiaries are bellow the US$ 2,5 line (2005 PPP) and that usually a share falls below the ’extreme poverty’ 
line of  US$ 1,25 (2005 PPP) (DfiD 2015).  Another example is Leapfrog Investments, that aims to maximize 
both financial and social returns by providing emerging consumers with financial products. They puts 
significant effort in assessing client outcomes and profiles via their FIIRM Framework and client surveys, 
which show that of  24.5 million people reached to date, 19.4 million (79%) could be classified as 
underserved, falling below $10 (PPP) per person per day, or previously excluded from accessing financial 
services (Ibid). More rigorous is Acumen that defines the BoP by using US$ 2 and US$ 4 per day thresholds 
and only considers impact investments where the IBM includes products and services that address critical 
needs for the poor. As of  today, there is still a lack of  coherent data in order to make any certain statements 
on the total BoP-reach of  impact investments. The fact that definitions of  the poor still range from US$ 1,25 
to US$ 10 highlights the need for a greater coherence in definitions of  impact investments in development. 
5.3 The Pioneers Gap 
 
According to the G20 working group on development; “Impact investments – provide an opportunity to bring new 
capital to developing economies, improve the effectiveness of  international development interventions, and advance development 
using market principles” (G20 2014, p. 3).  However, despite a growing evidence-base of  the developmental 
effects deriving from impact investments, there is still a long way ahead in order for impact investments to 
really play a significant role in development finance and the supportive ecosystem for inclusive businesses.  As 
per 2014,  the impact investment industry invested a little over US$ 5 billion in emerging markets , which is 
far from covering the US$ 3,5 trillion post-2015 development financial gap. More importantly, much of  this 
capital fails to reach the early stage, inclusive businesses active in BoP markets, thus limiting the number of  
businesses that manage to reach scale and contribute to poverty alleviation through the jobs they create, and 
the products and services they provide. In order to grow the field of  impact investments and thus the seize 
of  global investments in the BoP, both practitioners and scholars highlight the need for a stronger ”pipeline” 
of  investment opportunities, which only can be achieved by overcoming some of  the macro-challenges facing 
the individual inclusive enterprises.  
The Monitor Group has identified the main barrier to be a financial vacuum which they define as ”the pioneers 
gap” (Koh et al. 2012), which suggests that inclusive business´s lack access to high-risk, soft and patient capital 
during early stages of  company development. These early stage resources are vital in order for inclusive 
businesses to overcome the many challenges associated with doing business in BoP environments, and thus 
mature into bankable investments, attractive enough for impact investors to invest in.  This in turn leads to a 
market asymmetry between capital demand and supply where smaller inclusive businesses are lacking access 
to high-risk, soft and patient capital during early stages of  company development. This bottleneck results in a 
lack qualitative, scalable enterprises for impact investors to invest in. This barrier can be argued to be the 
main challenge standing in the way of  realizing the G20´s argument that; “Impact investing has the potential to be 
Very Poor The very poor are people living below a recognized absolute extreme poverty line. Commonly recognized 
extreme poverty lines include (1) persons in the bottom 50% of  those living below the poverty line 
established by the national government, (2) persons living on less than US $1.25 per day in daily per-capita 
expenditures at 2005 Purchasing Power Parity (PPP), (3) the USAID extreme poverty line, which varies by 
country.
Poor The poor are people living below a recognized poverty line. Commonly recognized poverty lines include (1) 
persons living below the poverty line established by the national government, or (2) persons living on less 
than US $2.00 per day in daily per-capita expenditures at 2005 Purchasing Power Parity (PPP).
Low-
income
Low-income people are individuals living above the poverty line but below the Income national median 
income.
 See: https://iris.thegiin.org/glossary16
 The Progress out of  Poverty Index s a poverty measurement tool for organizations and businesses with a mission to serve the poor that is developed by 17
the Grameen foundation.
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the force that empowers a range of  capital flows in developing economies to work together to the greatest effect” (Ibid, p. 6).	  
Advising the Monitors Groups model for inclusive business stages, Table 7 has been developed by the author 
to illustrate the ’pioneers gap’ in relation to the inclusive business trajectory.	  
Table 7. The Pioneers Gap (Author) 
	   	     	  
To bridge the pioneers gap, and enable more inclusive business to grow into viable investments, more 
investments are required in early stages of  IBM development. But of  the billions of  dollars estimated to flow 
into inclusive businesses from impact investors, a very small sum is actually directed at these early stages of  a 
company’s development (Sida 2013). The 2014 GIIN survey shows that only 9% of  impact investments were 
made in the early stages corresponding to blue-print, validate and prepare stages of  business trajectories 
(Saltuk et al. 2015).  This lack of  access to finance in these early stages is according to Monitors research the 
reason why only 13% out of  400 promising IB in Africa were at scale (Koh et al. 2014). In “Beyond The Pioneers 
Gap: Getting Inclusive Industries To Scale,” Koh et al. argues that even though impact investors represent vast 
deployable capital resources, there is not enough inclusive businesses mature enough for impact investors to 
invest in. These challenges are further reflected by investors’ views in the GIIN and J.P. Morgan survey 
(Saltuk and Idrissi, 2015) that ranks “Lack of  appropriate capital across the risk/return spectrum” as the main 
challenge of  the industry, and “shortage of  high quality investment opportunities with track record” ranked second. 
Thus, despite impact investors various degree of  prioritizing on social impact over financial profits, they do 
not consider it as their role to contribute with early stage investments or grants for inclusive businesses active 
in the developing world, where the risks are substantial. Instead, in order to fill the “Pioneers Gap," The 
Monitor Group together with supporters of  the BoP-movement argues that donors, philanthropists, and 
providers of  soft and patient capital have “a catalytic role to play” in the financial ecosystem supporting the growth 
of  inclusive businesses at scale (Koh et al. 2012). This statement is further supported by founder of  The 
Acumen Foundation, who argues; “Grants are critical in the early stages of  product conceptualization and development,” 
as “…patient capital enables risk-taking in areas that would never pass muster in the world of  private investment. As an 
organization gains strength, it offers opportunities for more near-term capital” (Milligan, K and Schöning, M. 2011, p. 
165).  This discourse has also been widely adopted by the development agencies, and the G20 Working 
Group (2014) has identified a need to focus on the demand side, and allow for an increased number of  
inclusive businesses to become financially sustainable and thus investment ready and attractive to impact 
investors (p. 12).  
5.3 Critique 
The interest for impact investing has increased the last five years, resulting in increased assets and improved 
sector infrastructure. However, many challenges still needs attention. Despite improved focus on impact 
measurement, the industry still lacks a clear evidence base on a set of  standardized social and financial impact 
measure metrics. The sectors various definitions of  “impact investing” and weather to prioritize “social 
impact” prior, second, or equal to financial profit, calls development actors to proceed with caution in their 
engagement with impact investments order to avoid ending up subsidizing commercial businesses. In “Priming 
the Pump: The Case for a Sector-Based Approach to Impact Investing”, Matt Bannick and Paula Goldman (2012) 
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argues that there are some subsidies that are more controversial than others and concludes with stating that 
“it has been widely accepted that grant capital can and should be used to build industry infrastructure’ but that it is less clear if  
the – in the forms of  grants or concessional debt or equity – should be given directly to for-profit innovators and scalers” (p. 14). 
This critic can be linked to the risk of  ”mission drift”, that highlights the risk of  inclusive businesses diverting 
from their original social mission and becoming increasingly focused on profits as reach scale and attract 
commercial investors without the social considerations made by impact investors. Mayada El-Zoghbi and 
Henry Gonzalez (2013) questions if  the social expectations of  impact investing actually can be met, reflecting 
Karnanis critic of  BoP-theory with an overestimated market, which also was the case of  early on micro-
finance. Furthermore they also highlight the challenge relating to the lack of  access of  investment ready 
inclusive businesses and yet again draws on parallels to the micro-finance investment sector which only 
managed to produce a good pipeline after many years of  direct investment in and capacity building of  micro-
finance institutions (MFIs). Only when a robust number of  MFIs were in place did the micro-finance 
investment community emerge. This stresses the need to build an enabling ecosystem for inclusive businesses 
where the public and private sector collaborate to overcome the challenges that faces inclusive business 
pioneers. A final concern among critics has been the previous experiences of  what happens when market 
forces dictate cost despite altruistic intention. Without a clear definitions, regulations and impact 
measurement tools, impact investment risk opening up the door to exploitation of  the poor which in the case 
of  micro-finance, where interest rates of  up to 300% yearly resulted in over-indebtedness and in a much 
noted case a wave of  suicide among local farmers in India. This in turn further highlights the importance of  
pro-active partnerships with the development community to minimize the risk for impact investments to do 
more harm than good. 
5.4 Sub-conclusion 
This section has illustrated the private sector response to inclusive business and how it engages in BoP-
facilitation through impact investments. Impact investments can play an important role in the ecosystem of  
inclusive business by providing  high-risk capital to inclusive businesses on more favorable terms than strictly, 
risk-aversive commercial investors. However, research indicate that due to even higher risk in the early stages 
of  inclusive business development, a vast majority of  the capital deployed by impact investors are directed 
towards businesses in their later stage. This leaves a financial vacuum, defined as “the pioneers gap” in which 
many inclusive businesses fail before they mange to develop into mature inclusive businesses attractive 
enough for impact investors to invest in.  In order to bridge the pioneers gap, and become a ”harbinger of  
change” in development finance, BoP advocates stresses the need for donors and governments to help share 
the risks by providing financial support in early stages of  inclusive business development. Once in place, such 
a supportive ecosystem, mixing grants with impact investments, could enable inclusive businesses to mature, 
and secure a steady pipe-line of  inclusive businesses at scale for impact investors to invest in, and thus trigger 
the market potential at the BoP and the developmental effects that suggestively comes with it. When seeking 
collaboration with the public sector and the development community, the way in which impact investors 
define the beneficiaries at the BoP and measure its development effects will be of  significant importance, as 
these actor will want engage in interventions that serve BoP in line with internationally defined poverty lines. 
This chapter has shown that when it comes to reaching the poor at the BoP, the lack of  coherent framework 
results in a wide spanning definition of  poor, ranging from US$ 1,25-10 in PPP a day, even exceeding the 
higher end market segment proposed by Prahalad. However, almost half  of  the industry (48%) indicates that 
it employs a ”impact first” strategy,  willing to increase social impact on the behalf  of  financial profit and 
most seem to employ recognized metrics to measure social impact. Despite showing increased potential and 
sincereness when it comes to achieving developmental effect,  it is clear that impact investments represent a 
relatively small share of  financial flows in development, far from achieving the expectations posed by 
promises of  the fortune at the bottom of  the pyramid, and thus far from covering the post 2015 
development agendas trillion dollar financial gap.  The next chapter will analyze the public sector response 
and results linked to the impact investment communes plead for them for share the risk in the early stages of  
inclusive business. 
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6. PUBLIC SECTOR FACILITATION RESPONSE 
In this chapter, the donor response to the BoP agenda will reviewed and analyzed. It seeks to reflect how 
donor agencies engages with concepts deriving from BoP-theory and discuss its efficiency as a development 
mechanism. 
As indicated in previous chapters, what originally emerged as a concept for the private sector to access new 
markets at the base of  the global income pyramid, has increasingly gained relevance for developing-country 
governments and international donors. There is a growing belief  that inclusive businesses and impact 
investors have the potential to transform the development sector and help bridge the post 2015 financial gap 
and bring billions of  people out of  poverty. However, in order to fulfill that promise, inclusive businesses 
need to overcome a multitude of  challenges in order to reach scale, and thus attract private capital flows into 
BoP markets. In doing so, the need for more proactive partnerships between the private sector and donors 
and governments has been identified. Increased collaboration is argued to be a key-condition in order to 
share risks and enable the private sector to target the lower segments of  the BoP, living less than US$ 2,5 PPP 
a day, which are the main target for development agencies. 
Today, donor partnerships with the private sector represent a key trend in development cooperation with a 
multitude of  strategies that emphasize direct assistance to business where public and private interests overlap. 
This is reflected by the fact that an increasing proportion of  donors budgets are earmarked to such 
approaches (Heinrich, M 2013). 
This chapter seeks to confirm or disconfirm the following assumptions of  BoP introduced by both 
practitioners and scholars in previous chapters: 
• BoP development agency modalities contributes to development goals in accordance to BoP theory 
• BoP development agency modalities contributes to financial growth potential in accordance to BoP theory 
• New development agency instruments has an important role to play in facilitating and enabling system for 
inclusive businesses operating in BoP markets 
To exemplify the current response, Sweden's International Development Agency strategies for private sector 
development will be used as a case, focusing upon the business for development (B4D) program that Sida 
launched in 2010 and since has undergone a major resulted in several of  programs aimed at dressing the 
challenges facing inclusive businesses at the BoP. More specifically, the case will analyze the recently finished 
“Innovation Against Poverty” (IAP) modality under the B4D program, a challenge fund that was designed to 
support early stage inclusive businesses and ”fill the pioneers gap”. Based on evaluation reports from grantees 
in the program, the case-study will analyze the IAP programs ability to bridge the pioneers gap and enable a 
steady pipeline of  inclusive businesses at scale for impact investors to invest in. It will discuss the challenge 
fund setup as a development instrument and how well it overlaps impact investors and contributes to an 
enabling ecosystem of  inclusive business development. Furthermore, the results of  the IAP program will be 
analyzed through a BoP framework, displaying its ability to deliver both commercial and development results.  
Prior to engaging in the case-study, this chapter will present a brief  history of  private sector roles in 
development together with main contemporary strategies for private sector collaboration (PSD). 
6.1 Background 
“Thinking on economic policy for development has undergone many shifts in response to the perceived weak results of  earlier 
adjustment reforms. A new donor consensus has emerged based around the central themes of  economic growth, good governance 
and social development.”  - John Weiss, p. 1, (2008) 
In tandem with the BoP proposition of  the private sectors role as a development actor, the attitude 
among donor agencies and the international aid community has started to change. The public sectors 
responsiveness to the BoP agenda can be illustrated by the strategy statements since the early 2000s on 
poverty reduction by some of  the central players of  the aid community among development finance 
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institutions (DFI) such as the World Bank, the Asian Development Bank (ADB), the Inter-American 
Development Bank (IDB) and among major development agencies such as Sida and DfiD. The key common 
denominators in their strategies are, according to professor in development economics, John Weiss; the focus 
on growth (with both development and profitability dimensions identified), governance (and by implication 
greater empowerment for the poor) and social development (leading to improved human capital). (Ibid)  
A key milestone for BoP theory influence at the international level was the High Level Forum on Aid 
Effectiveness in Busan in Korea, December 2011, where governments, multilateral institutions and private-
sector representatives  agreed that “the private sector is now widely acknowledged as a key partner in development, 
including through establishing new enterprises, creating jobs, providing goods and services, generating income and profits, and 
contributing to public revenues, which are critical to increasing countries’ self-reliance and sustainable growth” (OECD 2011). 
Finally, at their summit in Seoul in 2013, G20 members recognized “the critical role of  the private sector to create 
jobs and wealth, and the need for a policy environment that supports sustainable private-sector-led investment and 
growth” (UNCTAD 2010). The theory of  change suggest that improved governance will have a positive 
impact on the central terms of  growth and social development. Eg. by improving local regulation that enables 
the delivery of  more efficient social programs that both create employment for the poor and lead to 
improved social development by increased tax-revenue and the delivery of  basic services and products. 
Poverty reduction in turn is argued to have a positive impact in growth and social development in that it for 
example enables more children to attend school. Last, improved social development suggestively has a 
positive impact on governance by increased participation among poor and on growth by linkage effects such 
as increased productivity due to higher human capital. (Weiss 2008) 
Figure 6. Aid paradigm interactions (Weiss 2008) 
      
The belief  in this theory of  change, based on economic growth, can be reflected by DFID  who argues that 
“growth accounts for more than 80% of  poverty reduction, and has lifted 500 million people above the poverty line since 1980, 
while less than 20% came as a result of  changes in inequality. In East Asia, where growth has averaged 9% a year over the last 
15 years, 300 million people are no longer poor” (DfiD 2011, p. 13). 
6.2 Private sector development strategies 
In practice, this development agenda, together with an increased assertion among development agencies 
that traditional ODA has become relatively less important as a source of  financing and a driver of  
change, has resulted in a growing trend among donor agencies to engage with the private sector order to 
deliver more effective aid as well as to catalyze new sources of  financing and knowledge for 
development. The fact that private sector development (PSD) strategies has become a priority area 
among most development agencies can be led back Moran’s (2014) argument that advocates of  the BoP 
agenda has a strong ability influence across organs of  global governance. According to the donor 
committee for enterprise development (DCED)  — “partnering with the private sector in sharing knowledge, 18
costs and risk in projects that achieve both commercial and development goals, is a central element of  the PSD strategies” . 19
 Organization founded in 1979 consisting of  22 funding and intra-governmental agencies working to promote private sector development. http://18
www.enterprise-development.org/page/about-the-dced
 See: http://www.enterprise-development.org/page/partnershipsresources19
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Despite pursuing private sector development in different ways, donors strategies for PSD directed at 
creating impact at the BoP can be categorized into three main approaches : 20
• Market Systems Development or making markets work for the poor (M4P)  - Developing specific 
markets, sectors or value chains in the BoP 
• Business environment reforms - Creating an enabling environment for private sector activity in the BoP  
• Public-Private Partnerships - Partnering with the private sector active in the BoP 
Market Systems Development or making markets work for the poor (M4P) 
Market development strategies, commonly referred to by development agencies as M4P can be seen the 
overarching approach to PSD that aims for large-scale, sustainable impact by making markets system work 
more efficiently to benefit the poor.  M4D approaches builds in the BoP-argument that markets are the main 
means through which people participate in economic activity. The rational behind the approach can be 
reflected by DfiD that argues that; “where markets operate in an inclusive manner, they serve the poor by offering them the 
means – jobs, opportunities, finance, products – to increase their incomes” (DFID 2004). M4D interventions can include 
a wide range of  activities such as value chain development and industrial strategies. With a more narrow 
target-group, interventions can involve assistance to providers of  specialist advice and training to businesses, 
the introduction of  new business ideas or technologies, the provision of  market information and linkage 
between different actors in a value-chain. The expected result is to have changed firms behavior in ways that 
lead to increased turnovers, productivity and therefore increased profitably. If  successful, other firms are then 
expected to copy the behavior change, increasing the competitiveness and productivity in whole markets. As 
such, the overarching concept of  M4P encompass a range of  strategies linked to overcoming barriers on both 
firm, micro- and macro-level. 
Business environment reforms (BER) 
BER strategies are closely linked to addressing some of  the challenges at micro-level. As previously discussed, 
the environment for conducting business in many BoP markets is suffering from inappropriate regulation, 
excessive taxation, lack of  fair competition, lack of  voice or an unstable policy environment. This in turn 
limits the possibility for market-led poverty reduction. By reducing legal, institutional and regulatory 
constraints for doing business development agencies strive to create a more conductive business 
environment. The way in which donor agencies do this often includes identifying specific barriers by 
conducting market analyses, which then  serve as a foundation in dialogues with local governments and other 
stakeholders.  
Desired results include:  
• More firms are encouraged to start-up or register as formal businesses, for example as a result of  simplified business registration 
procedures or tax incentives. 
• Firms invest more following the improvement of  legislative or regulatory frameworks, or otherwise change their behavior in ways 
that are conducive to their business.  
• Firms directly increase their sales/turnover or net income, for example through the removal of  trade barriers or savings from more 
efficient licensing and inspections processes. 
Partnering with the private sector  
With traditional Public-Private Partnership (PPP), donors encourages a private company to take on risk it 
would otherwise not take, such as developing new innovative technologies or investing in BoP markets. This 
is manly done by sharing costs between private actors and donor agencies. In line with BoP theory, the aim is 
for businesses to increase their turnover by accessing new markets. When having increased their turnover, the 
theory of  change suggest that it is reasonable to expect that they employ more people and thus contribute to 
economic growth and social development. 
With the introduction of  the inclusive business concept, these partnerships now increasingly emphasizes the 
dual-edged theory of  change that in addition to contributing to economic growth and thus reduced poverty, 
 DIFID categorization.20
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also deliver services and products that are socially beneficial for poor people. A popular modality for initiating 
public-private partnerships directed at the BoP are donor supported or managed ”Enterprise Challenge 
funds” that encourage the private sector to develop innovative business proposals to tackle developmental 
challenge. They are seen as innovative and versatile financing mechanisms for channelling public and private 
funds for development. Sida defines a challenge fund as “a financing mechanism to allocate (donor) funds for specific 
purposes using competition among organizations as the lead principle’. In practice, Irwin and Porteous (2005) argues that 
;’the objective of  a challenge fund can be seen as a way to provide the smallest possible financial contribution to a socially 
worthwhile project consistent with making it less risky and more financially sustainable to the private promoter”. Figure 6 
below illustrates the dramatic increase in the global use of  the enterprise challenge funds that took place 
between 2007 and 2013. 
Figure 7. Funds disbursed through enterprise challenge funds 1999 – 2013 (Brain, A. et al. 
2014) 
   
Central to challenge funds are that they include open competition, innovative or evidence-based proposals 
and finally that proposals are evaluated based on a transparent, fixed scoring criteria. An essential condition 
for this mechanism is that the proposals has commercial potential in line with BoP theory and that the 
company in question ”matches” the donor contribution with other private capital. In that way, challenge 
funds are also seen as a way to leverage private flows into development. Some programs emphasize 
enterprise-level objectives such as increased competitiveness, technology transfer and know-how while some 
challenge funds focus on developing inclusive business models and improving the social impact of  a 
company’s investment and practices. Challenge-funds can also be designed to benefit specific sectors or 
geographical areas, and can for example be designed to promote the growth of  female entrepreneurs in 
Tanzania, or focus on  sourcing innovative energy-solutions in India. A part from sharing costs and providing 
financial supports to awarded company though matching grants, loans or equity, challenge fund often provide 
additional support mechanism such as: 
• Technical advice to businesses (either directly through program staff  or via grant support)  
• Matchmaking services that link companies with other investors, implementing partners or more 
advanced business partners in developed countries. (Heinrich 2015) 
Altogether, these three modalities can be argued to make up the main policy-framework available for 
donor agencies to partner with the private sector to alleviate poverty and increase human development 
among the BoP. They all play an important role in facilitating an enabling ecosystem that can stimulate 
the growth of  inclusive business that in turn benefit the BoP. Gradl and Knobloch (2010) compared the 
most commonly used terms in PSD based on their involvement of  the BoP where it is possible to 
distinguish between the concepts of  inclusive business, base of  the pyramid and market for the poor . 21
 Pro-poor value chain development is representative for business environment reforms.  21
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Figure 8. Situating Inclusive Business among PSD strategies (Gradl and Knobloch 2010) 
    
M4P strategies can be argued address the macro-challenges that face inclusive businesses, and together 
with pro-poor value chain development they work to improve the environment in which inclusive 
business operates. In contrast, PPPs differs in that they provide direct financial support to individual 
inclusive businesses that operate in BoP markets, attempting to bridge the ”pioneers gap” discussed 
earlier. This partnership module will be further examined in the Sida case-study. 
6.3 Public sector roles in facilitating inclusive business 
As illustrated in the previous chapter, there are many barriers standing in the way for IBM to reach scale 
where different scholars has proposed different solutions. Based on the aid-modalities available for 
development agencies, the public sectors potential role’s in addressing the barriers to scale is presented in 
Figure 9. 
Figure 9. Inclusive business ecosystem and public sector roles (Author) 
Firm level 
To address firm-level challenges, agencies can use M4P strategies to support the development of  data and 
research for business on the potential of  low-income markets, provide vocational training and match-making 
with local partners in the BoP. 
Level Barriers to scale Modality Role
Firm Limited knowledge and skills among the BOP B4D Capacity buidling and technical advise
Firm Limited market information B4D Market-research and local partnerships
Micro Limited access to finance among the BOP PPP & Challenge Funds
Promote inclusive businesses providing financial 
services
Micro Inadequate physical infrastructure PPP & Challenge Funds
Promote inclusive businesses providing 
improved infrastructure
Micro Ineffective regulatiry environment BER Improved governance & regulatory change
Macro Lack of  access to early stage finance PPP & Challenge Funds Co-funding, risksharing
Macro Lack of  access to further finance to reach scale PPP & Challenge Funds
Financial risk-sharing with impact investors and 
matchmaking services
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Micro-roles 
In their role to address micro-level challenges, agencies can help make BoP markets more supportive of  
inclusive business models through business environment reforms and governance programs (Tewes-Gradl et 
al 2013). For instance, this can be done by advising governments on lowering formalization barriers or 
relaxing regulatory requirements for business in informal settings. Furthermore, agencies can help make 
markets more supportive of  inclusive business models by designing challenge funds and PPPs that promotes 
the growth of  inclusive businesses that address issues linked to lacking infrastructure and lacking access to 
financial services among the poor. Kubzansky (2013) argues that by helping to share risk in sectors that 
improve the environment for inclusive businesses, donors can support a shift in impact investing away from 
scaling up individual firms to entire sectors. 
Macro-roles 
In terms of  addressing the dual macro challenges implicit with pioneers gap, governments and development 
agencies can use the challenge-fund modality to; a) encourage new innovations and support inclusive businesses in early 
stages until they have proven their business-model  b) encourage existing firms to invest in low-income markets (Kubzanksy 
2013),  and c) encourage impact investors to invest more in BoP-markets by sharing risks when scaling up inclusive businesses.  
Sub-Conclusion 
Despite the lacking evidence base proving the development efficiency of  inclusive business and the BoP 
theory, the international development community seem to have taken on the message, and translated the BoP 
concept to different PSD strategies with the aim to address the barriers to scale and thus bridge the gap 
between public and private sectors roles in financing and supporting the growth of  inclusive business. 
By employing the different strategies of  M4P, BER and PPPs, it has been illustrated how donor agencies can 
address barriers to scale on firm-, micro- and macro-level and thus play an important role in supporting an 
enabling ecosystem for inclusive businesses. Following the BoP line of  though, these strategies aim to secure 
a steady ”pipeline” of  inclusive businesses ready to scale for impact investors, leading to increased private 
investments and thus increased developmental effects that come with scaling up initiatives.  
While the theoretical foundation is sound, and even though private sector development may be a necessary 
condition for economic development,  it is less clear how these strategies has worked in practice, and to what 
degree they fulfilled both the development and financial promises. More specifically, there is little evidence 
and research showing how recent donor mechanism has addressed the barriers to scale in and managed to 
hand over a steady pipeline of  inclusive businesses at scale for the private sector to invest in, and thus provide 
insights into what role impact investments can play in financing the post 2015 development agenda.  
As such, the next chapter seeks to analyze Sweden's International development Agency's experience with 
private sector development in BoP markets, and in particular investigate it role the challenge-fund modality 
plays in facilitating inclusive business and dressing the barriers to scale. 
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7. CASE STUDY - Sweden's International Development 
Cooperation Agency 
This chapter will provide an overview of  strategies involving the private sector in Swedish development cooperation. It will focus on 
SIDA’s public private partnerships and modalities that aim to facilitate inclusive business and present an in-depth analysis of  
the ”Innovation against Poverty” program in order to provide new empirical data and answer the research questions. 
7.1 Background 
Even though the private sector has been involved in different forms in Swedish development cooperation 
since its start in the 1960’s, it was first in the mid 1990’s that the Swedish International Development Agency 
started to use private sector strategies such as market development programs, partnerships and business-to-
business programs. After some initial resistance within the organization towards the concept of  supporting 
private sector development, Sida's first PSD policy was adopted in 2003. This strategy build on prior 
experiences of  project that included direct support to private companies and early ideas of  M4P (Sida 2003). 
Following the growing influence of  BoP-concepts in the late 2000’s, where the conception of  private sectors 
role in development shifted from being a delivery mechanism of  development cooperation to becoming a full 
partner in development, Sida launched a Business for Development Program (B4D) in 2010. The intention 
with the B4D program was to merge the past PSD experiences in a singe framework. The B4D program was 
designed as an ”unbound” program, open for private actors from all countries and it was conceived on the 
assumption that the private sector has a role in development, not only by generating jobs and economic 
growth, but also by creating sustainable solutions to global challenges. The overall approach of  the B4D 
program was to find ways to use development cooperation to leverage the skills and resources of  the private 
sector and bring about faster change than through traditional aid instruments.  Since its launch, Sida’s B4D 22
program has undergone a major expansion and come to include a wide set of  sub-modalities building on a 
continued support for PSD in the Swedish government. In its Aid Policy Framework, presented in 2014,  the 
Swedish government highlights the role of  private sector in development by stating the private sector has a 
’fundamental role in terms of  contributing financing, new solutions, products and services that are adapted to the needs and 
purchasing power of  people living in poverty’. According to that steering document, the use of  public funds for 
partnerships with the private sector would need to comply with three conditions: 
• Cooperation with the private sector must contribute towards the overarching objective of  aid 
• Cooperation with the private sector must be characterized by openness, transparency and cost-efficiency 
• Cooperation with the private sector must be independent, results-focused and avoid disrupting the market. 
  
New Partnerships in Swedish Development Policy 
“Sweden must also work in partnership with private enterprise. It is in private enterprise that the foremost 
opportunities can be found for creating employment that enables people who live in poverty to earn a living. The 
private sector also has a fundamental role to play in terms of  contributing financing, new solutions, products and 
services that are adapted to the needs and purchasing power of  people living in poverty. Private enterprise often 
also has an opportunity to directly affect areas that are central to people’s living conditions, such as human rights, 
the environment and corruption. One fundamental principle when aid cooperates with actors in the business 
sector is that all cooperation must contribute towards the overarching objective of  aid – the needs of  
people living in poverty and under oppression must be the starting point of  all operations. In the same way as 
with collaboration with other actors, cooperation with the private sector must be characterized by openness, 
transparency and cost-efficiency. It must also be independent, results-focused and avoid disrupting the 
market. Cooperation with industry should be characterized by high requirements in terms of  CSR.”  
        
       Source: Government of  Sweden (2014), p. 50. 
 See: http://www.sida.se/English/Partners/Private-sector/About-Business-for-Development/22
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7.2 SIDA’s PSD Strategies 
Sida’s strategies for PSD resembles much of  the international strategies mentioned in the previous chapter. 
Despite minor alterations in terms, most of  them arguably falls under the category of  public-private 
partnerships and to some degree M4D strategies and together they make up: 
• Enterprise Challenge Funds (CFs),  
• Public-Private Development Partnerships (PPDPs) 
• Drivers of  Change (DoC) partnerships or Sustainable Business Activities 
• Innovative Finance 
Enterprise Challenge Funds (CFs), 
In extension to the previous explanation of  the CF modality, Sida defines challenge funds as a “financing 
mechanism to allocate funds for specific purposes using competition among organizations as lead principle. A challenge fund 
invites companies, organizations or institutions working in a targeted field to submit their proposals” (Sida 2015).  
Sida's use of  challenge funds has increased substantially since 2009 when they the launch of  their first 
flagship challenge fund The Innovation Against Poverty program.  
Public-Private Development Partnerships (PPDPs) 
Sida’s PPDP is a modality that encourage the private sector to identify and pro-actively create projects that 
leads to improved conditions for the poor, such as addressing environmental sustainability issues, or by 
improving general conditions in the business environment. PPDPs are aimed at larger, international 
companies and include firms such as H&M,  Volvo and Tetra Pak and Sida’s contribution is maximum 50% 
of  the total project cost. 
Sida’s website describes the modality in the following way:  
“In a Public Private Development Partnership, the public and private sectors make a joint investment in a project implemented 
by a third party. The objective is to create conditions for people living in poverty to improve their lives.” 
The definition emphasizes that joint investments are made between the public and private that are then 
implemented by a third, non-profit party. PPDPs are also used to leverage private resources that can have 
development benefits beyond the individual partner firm, under the assumption that markets and local 
competition are not negatively affected by the interventions. This can be exemplified with the PPDP ”Milk 
for Schools” between Tetra Pak, the World Food Programme (WFP) and Sida where Tetra Pak provides 
school milk in Zambia’s Eastern Province. The project is a pilot that provides a model for delivering milk to 
in-school children, which could be scaled up nationally to improve nutritional health, and help small holder 
farmers engage in milk production. For Tetra Pak, it generates good-will, and potentially increases demand 
for milk in the long run. Additionally, it is thought to increase demand for packaging and distribution that in 
turn might lead to new jobs. 
Drivers of  Change (DoC) partnerships and sustainable business practice 
Sida’s website describes a DoC in the following way:  
“Drivers of  Change are civil society organizations or other change agents transforming current ways of  doing business so that 
they become more sustainable and inclusive of  people living in poverty. Drivers of  Change are contributing to transforming 
markets, better business practices, long-term systemic change and a sustainable development.”  
DoC is a modality where Sida collaborates with civil society organizations that focus on influencing the 
private sector to improve aspects of  their core business undertakings and strengthen various dimensions of  
CSR including labor rights, child rights, and gender equality. Sida contributes by facilitating match-making and 
providing funding for initiatives. 
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DoCs can be applied within a wide spectrum of  activities e.g: 
• Promoting the development of  CSR and better business practices and contributing to transforming 
markets,  
• Influencing governments to improve the business climate and facilitate sustainable business practices, 
• Facilitating relations between civil society organizations and the business community,  
• Supporting social entrepreneurship and innovation to achieve poverty alleviation,  
• Identifying unacceptable business conduct, 
• Working together with companies and other private sector actors to improve business conduct and the 
inclusion of  poor people in company core operations and value chains. 
Innovative Finance 
Another increasingly used mechanisms is innovative finance, which includes guarantees  as well as grants to 23
complement loans in areas and projects with a development focus. The purpose of  guarantees is to leverage 
private capital into project with development effects by sharing risks. Today, Sida dispose over a SEK10 
billion guarantee framework in addition to the Sida’s annual budget, of  which SEK3,49 billion is used. Sida 
refers to guarantees as an “insurance-like” facility that enables local banks, micro-finance providers and other 
financial institutions to make more risk-full investment that contributes to development goals. It is seen as a 
cost-efficient method as the guarantees may never be invoked, and fees cover the expected cost for 
management and claims. Guarantees take on different forms, and include ”portfolio guarantees” to banks that 
can help local banks provide low interest fees to micro-entrepreneurs,  or ”volume guarantees” that guarantees a 
viable market. The latter are typical for health related products like vaccines, and enables a producer to 
increase volumes and decrease costs. Other forms are ”reinsurance guarantees” that covers risk from natural 
disasters and ”portable guarantees” that is a letter of  commitment that enables a lender to negotiate more 
favorable terms with local bank. 
An example of  a Sida funded guarantee is the Health Guarantee in Uganda, that encourage local banks to 
lend to borrowers within the private healthcare value-chain. To ensure a stronger focus on less well served 
areas, 50% of  the guarantee portfolio is directed to projects outside the central (wealthiest) region. Figure 9 
illustrates the logic of  a guarantee where Sida enables a local bank to offer loans to a targeted segment which 
the local bank would not lend to without the ”insurance” from Sida. If  the lenders fail to pay off  the load, 
Sida will cover certain percentage of  losses.  
Figure 9 Sida Guarantee Mechanism (Sida Loan and Guarantee Internal Education Material 2015) 
  
Together, these four modalities make up the facilitation options for Sida to promote inclusive business 
models in the private sphere. Referring back to Ashley’s model (2009), the potential application of  these 
modalities can be exemplified as follows: 
Local Enterprise 
•  SME 
•  Need finance 
•  Sector; Health, 
infrastructure, agriculture 
Local Bank 
•  None or little prior experience with 
lending to enterprises in targeted 
sector  
•  Unwillingness to take on risk 
 
•  Agreement with partner bank 
•  Shares risk with bank 
•  Develops banks ability to engage with BoP 
  
? 
 Sida has been able to use the guarantee instrument as a tool for development cooperation since 1999, and since 2009, independent guarantees are a 23
permanent feature of  Sida’s instruments (Devfin Advisors, 2014).
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Example A: In the case of  inclusive businesses that combine high social and financial values, Challenge-
funds can play and important role in providing grants and technical support that triggers new and innovative 
solutions to BoP-related development issues and help them overcome the early stages of  enterprise 
development.  
Example B: In the case where a MNC seeks to integrate SME into their supply chains to increase social value, 
the drivers of  change modality can be used to link those companies to NGO’s that can assist in this 
progress. However, a PPDP could also be used to leverage the developmental effect of  a companies know-
how, as in the case with Tetra Pak.  
Example C: In this example Sida could set-up a guarantee structure in order to enable local SMEs to access 
finance on more beneficial terms and thus enabling them to expand social and commercial values.  
Example D: In the last example, A PPDP might assist an organization that produces high social value to 
commercialize their model in order to become independent from grants, reach scale, and thus leverage both 
social and financial value. This could be done by providing vocational training to SME producers or 
distributers involved in a value chain. Alternatively, a challenge-fund that seeks market-based proposals on 
medical care could incentivize the organization to develop a new, commercial model.  
In example A and D, innovative financial instrument’s like guarantees also be used in later stages in order to 
share risks for new private investors interested in scaling up proven models.  
7.3 Mapping of Sida’s PSD portfolio 
As illustrated by the following two figures, the B4D program with its four modalities has grown rapidly since 
it was launched in 2010. In an internal evaluation commissioned by Sida, Mikael Söderbäck (2015) 
differentiate between guarantees and the other modalities as a guarantee premium in most cases do not lead 
to any disbursement unless a loss event has occurred. Administrative costs are covered by fees inflicted on the 
private partner. However, until the closure of  a guarantee, the amount will be reserved and is considered a 
loss . 24
Figure 10. Agreed amounts of new agreements per B4D modality and year during 2009-2014 (Södebäck 2015)
  
Figure 11. Volume of new guarantees per year during 2009-2014 (Södebäck 2015)  
  
With the launch of  the Innovation Against Poverty challenge fund in 2012, the portfolio excluding guarantees 
peaked in 2012 when the volume of  new projects reached 600 million SEK. The volume of  guarantees 
peaked in 2013 when 1100 million SEK were committed to new initiatives and has since stabilized at 530 
million in 2014. Due to a large average seize of  guarantees , the modality stands for 54% of  Sida’s total 
commitments, however, in numbers, they only account for 29% of  new project. In total agreed amounts, 
 Sida (2015) Internal training session on ”Guarantees” at Sida HQ 2015.24
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challenge-funds constitute 45% of  the B4D modalities excluding guarantees.  Despite a rapid growth, Sida’s 
B4D instruments account for a relatively small amount of  Sida’s total portfolio. In July 2015, the total agreed 
volume of  the portfolio amounted to 1,7 billion SEK or 2,1% of  Sidas total portfolio. If  guarantees are 
added, that figure grows by 4,4% to 6,5%. 
Table 8. The share of PSC agreement volume of Sida’s portfolio in mid 2015 (Söderbäck 2015) 
Söderbäck’s data shows that the last years has seen a massive growth in allocations directed as PSD under the 
umbrella of  the B4D program. A part from guarantees, challenge-funds is so far accounting for the majority 
of  the agreed amounts, and indications suggests that it will  grow in the coming years.  In the budget bill for 
2016-2018, Sida indicates that the total agreed amount for PSD will grow with special attention towards on 
innovative finance and challenge funds.  In september 2015, Sida also indicated that they would finance a 25
new challenge fund on reproductive health with 333 million SEK in the period 2015-2018 together with a 
second phase of  the IAP program.   26
7.4 Sub-conclusion 
This section has shown how Sida is engaging with the BoP- and inclusive business concepts through four 
main modalities. A part from guarantees, challenge-funds are the most popular modality used to engage with 
the private sector, and indications suggest that this trend will endure during coming years.  
Despite accounting for a relatively small share of  the total development budget to date, these instruments has 
grown rapidly the last years and are making up an important aspect of  Swedish development assistance that is 
likely to grow the coming years. In order to justify the increased use of  these development modalities, useful 
evaluation of  recent experiences with these modalities are yet to be conducted.  
In the next chapter, the commercial and developmental effects of  the most popular modality, the challenge-
fund, will be analyzed. Moreover, it will discuss what role challenge-funds play in addressing the barriers to 
scale and shine light on how linkages to the guarantee modality could improve the supportive ecosystem for 
inclusive businesses and thus leverage more private capital flows into development. 
Modality Agreed amounts MSEK  % of  Sida’s total agreed portfolio
CFs 791 1 %
DoCs 611 0,7 %
PPDPs 324 0,4 %
Guarantee commitments 2014 3492 4,4 %
Total B4D 5218 6,5 %
Sidas total portfolio 80 000 000 100 %
 See: http://www.sida.se/globalassets/global/about-sida/budget/sidas-budgetunderlag-2016-2018.pdf25
 Sida (2015) Internal Agreement on support to contribution26
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8. EMPIRICAL STUDY  
This section will present empirical data base on self-evaluations from 37 grantees, part of  the recently 
finished Innovation Against Poverty Challenge Funds. Following a brief  introduction of  the program, 
results regarding BoP reach, commercial viability and perceived challenges by the grantees will be 
presented. The analysis will then discuss these findings from a BoP perspective. 
8.1 The Innovation Against Poverty Challenge Fund 
The IAP was officially launched in 2011 by Sida in an attempt to take on a pioneering role in promoting 
innovations and inclusive business aimed at the ‘Base of  the Pyramid’. When IAP was launched it was seen as 
a flagship program within the broader framework of  Sida’s B4D program, with firm backing from the 
Swedish government (Carlsson 2011). The purpose of  the IAP was according to Sida to stimulate the private 
sector (in the form of  entrepreneurs) to focus their efforts, innovative ability and resources to develop and 
invest in social products, systems and services so they are able to bring about changes to improve the lives of  
people living in poverty. The following extraction from a mid-term evaluation of  the program serve as a good 
example to illustrate how Sida, by similar wording as BoP theorists and impact investments practitioners, has 
embraced the arguments deriving from BoP-theory and adhered to the plea from impact investors to fill the 
pioneers gap: 
“In the absence of  investor capital, philanthropic and donor funding play a critical role in helping inclusive businesses bridge the Pioneer Gap. By providing 
match-making grants, the IAP support inclusive businesses with critical early stage efforts such as market research, prototype development and testing, 
trialling new distribution networks, building strategic partnerships, and initial capital investments.” Sida, From Paper to Practice, knowledge exchange report, 
2013. 
Initially, the IAP offered three types of  financial support: 
• Small grants of  max EUR 20,000 offered on a 50% matching grant  
• Large grants of  max EUR 200,000 offered on a 50% matching grant  
• Facilitating guarantees from Sida’s Loans and Guarantees program implemented outside the IAP program, but with the 
support of  the IAP team. 
The funds were disbursed in portions where grantees had to deliver on predefined milestones in order to 
receive the next portion of  finance.  
In addition to financial assistance, the IAP also incorporated the following components: 
• Advisory Support that included four hours of  technical assistance which later was replaced with a contact person within 
the IAP team. 
• Knowledge-sharing development through the web-based platform “Practitioner hub” (http://
www.inclusivebusinesshub.org) which was established in collaboration with DFID’s Business Innovation Facility.  
The program was managed by a consortia led by PriceWaterhouseCooper (PWC) in collaboration with the 
consulting firms Orgut and Njord Consulting following a competitive bidding process. The guarantees were 
removed from the IAP in November 2012 due to a lack of  interest from grantees. Grants were awarded to 
the best projects based on an assessment on their applications. Five cycles of  bidding were performed 
between 2011 and 2013. In total, 69 grants were awarded out of  1059 applications. Three grants were 
cancelled after grant approval, leaving a total of  66 grants at a total of  €5,4m had been disbursed. The 
developmental objective of  the program was to reduce poverty and improve living-conditions for people 
living in poverty by supporting inclusive businesses that provided essential products and services to the BoP.  
As the programs was a pilot, expected outcomes also included learning how to use the BoP concept together 
with inclusive business practices. The program was open for global proposals and when selecting grantees, 
Sida evaluated each proposal from the following five predefined selection criteria and weighting: 
• Commercial Viability (30%) 
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• Developmental Effects (30%) 
• Cost-Sharing commitments (10%) 
• Innovation (20%) 
• Additionality (10%) 
As such, in line with BoP theory, Sida considered the commercial potential together developmental effects to 
be the most important criteria. In order to avoid supporting initiatives that might disturb the market or could 
attract private capital instead, Sida also rated the additionally of  the proposals.  
8.2 Delimitations 
The data in this case-study is mainly self-reported by the grantees and could therefore be of  subjective 
character. It is also important to note that the IAP portfolio is still at an early stage and therefor the results 
presented can only offer an early picture of  the actual impact of  the program and the success of  the projects 
to date. The fifth and last funding-cycle of  the three year program was launched in April 2013 and during 
2016 the program is expected to be fully closed. To assess the commercial and development effects of  the 
program, this study will consult the BoP frameworks presented in previously and the degree to which the 
program has delivered in accordance to those. As such, the analysis will not focus on the aid-efficiency in 
terms of  the amount of  people lives affected, nor the commercial results in figures. Rather, it seeks to analyze 
in which way it has engaged the BoP, and what the overall commercial status and potential of  the IAP 
portfolio is. The motivation for this is that the IAP portfolio companies are still in a relatively early stage 
where systemic impact and long-term financial sustainability is difficult to assess.  Finally, it is important to 
note that Sida use slightly different terms to explain the business trajectory than the model presented before. 
The interpretation of  the terms used in this study are illustrated in Table 9. 
Table 9. Transcription of stages (Author) 
8.3 Data Collection 
The main focus of  this specific case-study are those projects that 
currently are classified as being in their final stage, meaning that they 
have ended their IAP-project, or are about to end it in a few 
months. In total, 30 projects have finished the IAP-program and 7 
are in their final stage. As such, data derives from 30 Update Reports 
which are handed in one year after the last payment by Sida and 7 
Completion Reports that are delivered in connection with the last 
payment. In order to illustrate the development of  the IAP 
portfolio, previous data from PWC baselines reports (at project 
start) and a mid-term review in 2013 will be used. The Update and 
and Completion reports contains a set of  predefined indicators  27
that was further adapted with company specific indicators by each 
grantee in the beginning of  the project. The monitoring indicators 
relevant in terms of  discussing BoP theory are listed to the right. 
Monitor 4 Stages Model Sida Intepretation
Blueprint Concept/Scooping/Design
Prototype Pilot 
Prepare Implementation
Scale Scaling Up
 See appendix for example.27
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• Financial Results 
• Turnover, profit and volume of  sales 
• Commercial Indicators 
• Number of  employees  
• Business journey 
• Direct low-Income beneficiaries 
• BoP consumers 
• BoP employees 
• BoP as suppliers anda entrepreneurs 
• % of  female beneficiaries 
• Other indirect developmental 
contributions/ systemic impacts 
• Uptake of  good business practice by other 
companies etc. 
• Ability to affect local regulations  
• Impacts on the environment
Furthermore, grantees were asked to reflect on the state of  their business, together with challenges they met. 
When defining low-income people, the survey’s state that it “generally it refers to people living on or below US$ 2 per 
day, or more generally perceived to be at” the 'base of  the pyramid'. Low-income employees are those dependent on unskilled 
work”. They highlight that the beneficiaries does not include the number of  people per household that 
benefits. 
8.4 IAP Development Results 
The grantees in the Innovation Against Poverty portfolio are a mix of  commercial firms, non-governmental 
organizations (NGOs) and hybrid structures. Most projects are start-ups in early stages of  their inclusive 
business trajectory.  65% of  the operational projects state that they engage people at the BoP as consumers 
of  goods and services. The other 35% state that they benefit the BoP by providing opportunities  as 
producers/suppliers, entrepreneurs or employees. Projects are spread across sectors and operate in 25 
countries, mainly sub-Saharan Africa and the Middle East and North Africa region. However, almost 50% of  
the companies in the portfolio has their headquarters in high-income countries.  
Figure 12. Primary beneficiaries among BoP 
   
In terms of  primary sectors which they operate, most IAP grantees can be found in the wider sectors of  
“agriculture and food,” “energy and infrastructure” and “health”. Some examples of  innovations are reliable 
weather information through text messages, sanitary pads from natural agricultural waste materials or a 
funding mechanism for solar power in emerging markets. To date, the 37 projects that has submitted updated 
information state that they have reached approximately 1  150 000 people within the BoP. This can be 
compared to a portfolio review from 2013 (Sida 2013) when 29 grantees expected to reach out to 3 250 000 
people at the BoP by year four of  operations.  There are a total of  586 employees working within the IAP 
projects. The median number for employees is around 16. 
Figure 13. IAP grantee example 
8.5 IAP Commercial  Results 
Most IAP projects consider themselves to be in the implementation phase (19) where they are running the 
business, or in the scaling up phase (13) where expanding the established business to a new level of  operation 
is managed. The tendency that IAP projects are moving towards more mature stages of  development, where 
65 % 16 %
19 % Producers/Suppliers
Distributors/Entreprenures/Micro-Entrepreneurs
Consumers
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Zanrec Waste Management on 
Zanzibar engages with the BoP in 
various ways. Hotels are provided with 
waste-management services provided in 
collaboration with local suppliers. Local 
micro-entrepreneurs are trained and 
make a living from collecting plastic 
which Zanrec then buys and processes. 
Furthermore, local communities at the 
BoP are provided with awareness and 
access to waste management services. 
commercial viability can start to be realized, is clearly visible since most projects were in the developing of  a 
concept, designing or piloting phase during the beginning of  the IAP program (see Table 10). In the data 
gathered from the IAP projects 30 out of  the 37 believe that commercial viability is “very likely” or “likely” 
to be achieved within the coming 5 years.  
Table 10. IAP grantees stages positioning 	  
At present, 12 of  the 37 projects have reached a profit before tax and around 25 projects have increased 
turnover and sales volumes since they started. However, only 9 projects out of  37 state that they have reached 
break-even. 
 
Figue 14. Status of IAP grantees 
  
  
When looking at previous commercial viability indicators, some projects seem to be overoptimistic regarding 
their prospects, which are also confirmed by comparing actual results so far to results estimated in baseline 
reports. Even though it is still early days, it is becoming increasingly apparent that projects rarely achieve 
results to the degree they have originally anticipated. This being said, the vast majority are making progress, 
showing promising signs in terms of  turnover growth. Out of  37 projects submitting updated information, 
27 categorize themselves as being “on track,” 5 as “thriving” and 5 as “stalled/failing”.  
8.6 Barriers identified 
In the Completion and Update reports, grantees rank the main challenges (multiple-choices) that their 
projects currently face. Figure 15 bellow illustrates these challenges, disregarding the order in which they have 
been ranked. One obvious conclusion is that IAP grantees still struggle to find funding after having been a 
part of  the IAP program. Given the fact that the time between project start and project break-even is even 
longer for inclusive businesses than for purely commercial business ventures, this should come as no surprise. 
Most firms in the IAP portfolio are still heavily dependent on  grant funding, covering costs of  operation and 
report that they are looking for both commercial and further grant support. Some also indicate that they are 
likely to run out of  cash in the near future.  
5
5
27
On track
Thriving
Stalling/Failed
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Figure 15. Challenges identified by operational projects 
Final remarks 
The majority of  IAP grantees believe that the IAP support was useful and state that it has led to that their 
IMB is better designed, has developed more rapidly and grown more than it would have done without 
support. All grantees agree that the IAP support has made a difference. Also, a majority of  the IAP grantees 
believes that IAP has contributed to providing capital that is not easily sourced commercially and that it has 
enabled proof  of  concept.  
9. ANALYSIS 
This section aims to analyze the findings from this study by relating the empirical findings to the theoretical 
framework. The chapter will begin with analyzing the empirical findings by applying the concepts of  BoP and 
inclusive business. It will also analyze if  and how the Innovation Against Poverty program addressed the 
barriers identified in the previous chapter and to which degree it fulfilled the commercial and developmental 
potential suggested in the BoP and inclusive business theories.  
Sida, BoP & Inclusive Business 
The fact that Sida uses the BoP terminology in the design and communication of  the IAP program 
suggest that the sceptism from development agencies towards the concept as indicated by Baumüller 
(2014) is no longer present. Rather, it supports Moran’s (2014) statement that the BoP proposition has 
started to “diffuse widely throughout the international development architecture and across organs of  global governance”. 
Sida seems to have embraced the mental model shared by Prahalad (2010) of  the poor as capable 
individuals that have an important role to play through-out the value-chains in developing countries. An 
even stronger argument illustrating Sida’s receptiveness of  the BoP-theory is that they specifically 
designed the IAP to adhere to the plea from the impact investment community to assist in “filling the 
pioneers gap”. Finally, this is reflected by Sida’s stated objective of  the IAP program to learn about the 
use of  the BoP concept and responsible business practices. When defining the poverty lines for the BoP, 
Sida utilizes the US$ 2 per day cut which comes closer to Karnani’s (2009) US$ 1000 annual income than 
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Prahalads (2006) US$ 3000 annual or US$ 8 dollars per day threshold. This suggests that when using 
BoP in developmental terms, the total market potential at the base of  pyramid is closer to US$ 1,2 
trillion than the US$ 13 trillion suggested by Prahalad.  However, despite the fact that the US$ 2 per day 
cut is in line with the internationally recognized poverty-lines, it is important to note that it remains 
unclear of  the actual poverty line of  the poor beneficiaries stated in the grantees self-assessment reports 
since there are no guidelines of  how grantees are to collect this data. In relation to the BoP assumption 
that; “BoP markets should be engaged beyond CSR initiatives and rather as a part of  the firms core business business”, 
Sida seems to have embraced the concept of  inclusive business. In their selection criteria and thus 
definition of  inclusive businesses, Sida puts strong emphasis on supporting initiatives that has high 
potential for both social and commercial value (Ashley 2009), with a majority of  the grantees being in 
the early stages of  their business trajectory. This can be illustrated by the purpose of  the IAP to 
“stimulate the private sector… to develop and invest in social products, systems and services that bring about changes to 
improve the lives of  people living in poverty”. As such, Sida's definition of  inclusive business goes beyond the 
concepts of  CSR and of  the ”narrow” version of  business practices in that they not only strive to create 
income for the BoP as consumers, employees, distributers and suppliers, but also by delivering products 
and services has a developmental effect. When categorizing inclusive business, Sida thus take it one step 
further than the categorization model presented by Munir et al (2010), that categorizes IMB based solely 
on their involve the BoP in the their value chains. By developing a mixture of  pre-defined and 
customized result-metrics for all the grantees, the IAP program can also be argued to fulfill Van Tulden 
et als (2011) requirement that; “In order to be effective ...there is a need to classify and measure the impact of  inclusive 
business projects. Not all models have a positive impact on development”. The fact that grantees had to demonstrate 
their ability to deliver in terms of  these indicators in order to receive all cycle’s of  funding adheres to 
Blowfield (2009) argument that; “as development agents, businesses needs to take responsibility for the outcome.” 
When applying Van Tulder et al’s (2011) framework, the grantees in the IAP portfolio can be argued to 
fulfill the four requirements to a degree that would categorize them as broad inclusive businesses with a 
proactive approach. 
Table 11. IAP Inclusive Business Categorization 
Development Potential 
One of  the assumptions behind BoP-theory build on the belief  that: “engaging with the BoP has substantial 
development potential”. When analyzing the development effects of  the IAP program, the UN framework is 
consulted in order to demonstrate the degree to which the program managed to live up the developmental 
effects suggested in BoP theory. Out of  1 150 000 stated beneficiaries in the lower segments of  the BoP, 
grantees state that 19% are engaged as producers and/or suppliers, 16% as distributers or entrepreneurs and 
65% as consumers. 
CRITERIA IAP
Mission: an active and identifiable approach towards poverty and 
income inequality
Grantees selected based on 
their ability to demonstrate 
potential development 
effects
Impact: accountability beyond the direct effects of  the business 
model
Established monitoring and 
evaluation metrics
Inclusive business cases: a clear link to the core activities and 
competencies of  the corporation
Strong emphasis on product 
and services benefiting BoP
Stakeholder involvement: pro-active partnerships with NGOs and 
government
Strategic partnership with 
Sida as a minimum
Poor As (UNDP) UNDP (2008) Developmental Effect 
Indicator
IAP %
Supplier • Enabling poor to become more productive
• Increase income
• Empowerment
19 %
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This suggest that even though the BoP is engaged throughout the value chain, most developmental effects are 
linked to the increased access to and social value of  the products or service's offered by the grantees to the 
BoP. This in turn requires more in-depth studies of  each initiative and their specific impact and systemic 
outcome metrics and is not covered by this research. However, the selection criteria together with the primary 
sector of  agriculture and food, energy and infrastructure and health suggest that most grantees operate in sectors 
likely to benefit the poor. In relation to the suggested 402 500 individuals who are claimed to benefit as 
suppliers and entrepreneurs, only 586 are employed within the portfolio companies.  This notable gap might 
be explained by that IMB often rely on innovative supply and distribution chains but also suggests that the 
self-assessment monitoring system could benefit from more in depth monitoring and evaluation strategies. 
The potential negative or positive effects and to what degree the initiatives are of  market creating or market 
disturbing character is difficult to asses. Additionally account for 10% of  the selection criteria but no metrics 
are used to follow up on the effect potential negative effects that the grantees has on the local market. In the 
case of  Zanrec and other grantees in the waste-management sector, it seems they have replaced informal and 
unsustainable waste collection and disposal with sustainable waste management. By doing so, they might have 
disturbed the market but also decreased the negative environmental and social effects of  illegal dumping and 
created new job-opportunities. Even though it is likely that the indicated 1 150 000 BoP beneficiaries is 
somewhat exaggerated due to entrepreneurial optimism, the empirical study indicate that the IAP is 
producing developmental results in line with BoP and inclusive business theory indicators, if  yet on limited 
scale. This can be explained by the fact that even though the IAP program is coming to a close, most grantees 
are still in their early stages of  their inclusive business trajectories, having just proved their model and are 
about to come closer to scale and the commercial and development potential that comes with it (Jenkins and 
Ishikawa, 2010).  
Commercial potential 
The commercial potential at the base of  the pyramid is what underpins the second core assumption behind 
the BoP approach which suggests that; “engaging with the BOP market gives new potential for growth and innovation for 
the private sector” (Prahalad 2006). Based on the UNDP indicators, it can be argued that the IAP shows early 
indications that the grantees delivers in line with the promises of  the BoP-theory as illustrated in Table 12. 
However, due to the fact that most initiatives still are in the early stages, far from financial sustainability and 
scale, it is difficult to establish any final conclusions in regard to the commercial results of  the IAP and the 
business potential at the BoP.  
Table 12. IAP Commercial Results 
Entrepreneur • Enabling poor to become more productive
• Increase income
• Empowerment
26 %
Consumer • Meeting basic need
• Improved quality of life
• Cost saving 
• Choice and voice
• Empower the poor
65 %
Poor As (UNDP) UNDP (2008) Developmental Effect 
Indicator
IAP %
UNDP (2008) Commercial Effect Indicator IAP Results
Generating profits and financial sustainability • 9 financially sustainable initiatives (24%)
Developing new markets • Business activities in 25 BoP markets 
• 1 150 000 BoP engaged in inclusive markets
Driving innovation • 37 new innovative products and services benefiting the poor
Expanding the labour pool • 586 BoP employees
Strengthening value chains • 402 500 BoP producers/suppliers/entrepreneurs
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As indicated by Jenkins and Ishikawa (2010); “…scale is important for business reasons (to compensate for low margins 
and reach commercial viability) and development reasons (to match the scale of  the need on a sustained basis).” The shift from 
the early stages of  company development to the pilot and towards implementation and preparation for 
scaling stages signals that grantees are progressing and moving closer to operation at scale. 86% of  the 
grantees state that they are ”thriving” or ”on track” and will reach break-even within five years. However, 
despite showing signs of  increased turnover and progress, only 9 out of  the 37 grantees has reached break-
even at the closing of  the IAP program. Until then, it is likely that the inclusive businesses that have been a 
part of  the IAP program will continue to rely on soft and patient capital to maintain their operations and 
keep from failing. As such, despite showing potential, the commercial success of  the IAP portfolio to date is 
still fragile and far from being a steady pipe-line of  inclusive businesses at scale for impact investors to invest 
in. 
IAP and addressing the barriers 
The intention of  the IAP program was to develop a challenge-fund that addressed the “pioneers gap” by 
providing match-making grants in the early stages of  inclusive business development. Moreover it sought to 
support grantees with advisory support and a platform for knowledge-sharing. As such, it can be confirmed 
that the IAP included components that specifically addressed three of  the barriers to scale facing inclusive 
businesses. Table 13 bellow illustrates how the grantees weighed the different barriers by the end of  the IAP 
program, together with how and to what extent the IAP addressed these barriers. As displayed, the IAP had a 
minor role in providing support at firm level through minor advisory support and a knowledge sharing 
platform. 
Table 13. Inclusive business ecosystem and IAP 
When it comes to addressing micro-level challenges, the IAP included no modality to address local ineffective 
regulatory requirements. On the other hand, since Sida supported grantees that provided services and 
products in sector such as infrastructure and financial services, it can be argued that it indirectly addressed the 
micro-level challenges for conducting inclusive businesses. In terms of  addressing the “pioneers gap” linked 
to the macro-barrier of  lacking of  access to early stage soft and patient capital, the IAP can be argued to have 
had a medium relevance. The grantees confirm that the IAP support has made a difference by providing early 
stage grant capital that enabled them to pilot and provide a proof  of  concept for their IBM, thus partly 
bridging the pioneers gap. But the fact that only 9 grantees have reached break-even and most still are in their 
pilot and implementation stages together with the fact that they struggle to access further finance, both grant 
and commercial, signals that the issues with the pioneers gap persists. While succeeding in helping many 
grantees to develop new IBM with potential to deliver high social and commercial value, many risk failing due 
to a lack of  capital following the IAP program as they still present to big of  a risk for impact investors to 
invest in (Saltuk et al 2015). This gap in linkages to further finance, both commercial capital and grants, 
suggests the “the pioneers gap” is split into two, where a second gap, referred to as the “valley of  death,” 
explains the gap where inclusive businesses with proven business-models run a high risk of  failing due to a 
Level Barriers to scale Sida Modality Role
Importance 
for Grantee
Relevance of  
IAP
Firm
Limited knowledge 
and skills among the 
BOP
Advisory support Capacity buidling and 
technical advise
Low Low
Firm Limited market 
information
Knowledgesharing Market-research and 
local partnerships
Low Low
Micro
Limited access to 
finance among the 
BOP
IAP Thematic Focus
Promote inclusive 
businesses providing 
financial services
Low Low
Micro
Inadequate physical 
infrastructure IAP Thematic Focus
Promote inclusive 
businesses providing 
improved 
infrastructure
Low Low
Micro Ineffective regulatiry 
environment
- - Low-Medium Very Low
Macro Lack of  access to 
early stage finance
Match-making grant Co-funding, 
risksharing
Very High Medium-High
Macro
Lack of  access to 
further finance to 
reach scale
Guarantee (removed)
Financial risk-sharing 
with impact investors 
and matchmaking 
Very High Very low
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lack of  linkages between private and public actors in the financial ecosystem. Without bridging this second 
gap, and securing grantees access further finance, donors and other providers of  soft and patient capital that 
have invested in early stage inclusive businesses might see their investment and efforts lost. Moreover, it leads 
to a persisting “bottle-neck” limiting the amount of  inclusive businesses at scale needed to catalyze the 
impact investment industry and thus limits its role as a harbinger of  change in development finance. 
Figure 15. The Valley of death 
!  
  
As illustrated above, the “valley of  death” presents a gap where inclusive businesses in the pilot and prepare-
stages risk failing as they fail to secure commercial capital from risk-aversive impact investors that normally 
first invest in when the businesses are close to operating at scale. More so, it reveals a cross-sectorial gap in 
the collaboration between donor agencies and impact investors that limits both large-scale development 
effects and financial growth. In the case of  the IAP, the initial setup included a 45 million SEK  guarantee 
facility that would share risk up to 50% with a financier willing to invest in IAP projects with strong 
development potential.  However, within the first year of  the program, this facility was removed as no 28
grantees applied for it. By the end of  the program however, the reports signal that the need for such a facility 
is high. Such an instrument could serve as a risk-sharing mechanism that could incentivize impact investors to 
invest in an earlier stage and thus address the valley of  death and fill the gaps in the financial ecosystem 
supporting inclusive business. By creating stronger synergies between different modalities that promote closer 
collaboration with impact investors, the financial ecosystem supporting inclusive business can thus be 
strengthened. 
10. CONCLUSION 
The future of  BoP development depends on a more holistic linear approach that takes into consideration the 
entire life-cycle of  an inclusive business and provides adequate and timely support functions, specifically in 
terms of  finance in order to overcome the barriers to scale. This cannot be fulfilled by one singe donor but 
rather requires a new constellation of  partnerships where development agencies and impact investors better 
overlap each-other. Donors can muster financial risks that private sector cannot, and impact investors can 
provide the much needed capital that ODA cannot deliver alone. 
This thesis has shown what comparative strategies impact investors and development agencies are using in 
order to promote development-oriented business activities directed at the Base of  the Pyramid. By analyzing 
these strategies in a holistic framework, it has shown that despite good intentions, they fail to collectively 
secure an enabling ecosystem to promote inclusive business  development and thus failed to ”jointly address 
the barriers present in developing inclusive markets”.   
Impact 
Investors
Pioneers Gap
IAP Support Valley of death
 Sida (2012) Guarantee facility agreement  2012-02-20.28
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By introducing the ’valley of  death,’ this paper has broken down the term ’the pioneers gap’ into two 
interdependent gaps in the ecosystem promoting inclusive business. While the pioneers gap succeed in 
framing the overall lack of  capital in the early stages of  inclusive business development, it fails to address the 
specific reason for the 10:1 dropout rate following each transition between stages (design, pilot, 
implementation, scaling). The ’Valley of  Death’ frames the issue linked to the lack of  capital that face 
inclusive business transitioning between the middle-stages (pilot and scaling) where they go from total 
dependency on soft capital towards patient and commercial capital needs. While in their late prototype or 
prepare stages, inclusive businesses might find it difficult to source more soft capital from donors and 
philanthropists as they are increasingly starting to look as commercial enterprises, and thus met with 
skepticism if  they qualify for ODA subsidies. Paradoxically, these business-ventures stills represent to 
significant a risk in order for them to make out viable investment opportunities even for impact investors to 
invest in. So far, only 14% of  the IAP grantees indicate that they have stalled or failed, but in order to avoid 
becoming a part of  the 10:1 drop-out statistic, these brave inclusive business pioneers now face a pivotal 
stage where they have to endure the long walk through the ’valley of  death’ before reaching financial 
sustainability, thus putting their faith into what could be metaphorically described  as ’a lucky encounter with 
an oasis in the midst of  nowhere’.   
11. DISCUSSION  
The solution to avoid exposing future grantees to the risky endeavor linked to the ’valley of  death,’ can be 
found in the borderland between impact investors and donor agencies and highlights the need for new types 
of  pro-active collaborations where the entire business-trajectory is taken into account when designing new 
PSD modalities aimed at supporting inclusive business development. The IAP program set out to fill the 
pioneers gap, but as it phased out the guarantee-instrument, and offered no other linkages to further finance, 
it failed to incorporate an ecosystem thinking with a clear strategy for the continued trajectory of  the 
grantees. By integrating the already developed guarantee-modality into the IAP program, Sida could have 
incentivized impact investors to engage at an earlier stage and thus build a bridge over the valley of  death. 
Due to the loan-setup of  the guarantee structure, Sida would then avoid the issue of  providing more grant 
support to commercial enterprises and only risk a share if  the business venture failed. A part from impact 
investor linkages, the guarantee-instrument could also offer flexible support based on the need of  the grantee 
to also incorporate volume guarantees to help ventures reach the benefits of  scale at faster pace, portable 
guarantees to incentives local investments or portfolio guarantees to either help a cluster of  inclusive business 
in a geographical area or sector, or to increase access to finance among potential customers in the BoP. An 
example could be to give local customers (industries) access finance to invest in an energy producing waste-
water treatment system that carries high initial costs that might be payed of  in the long run through energy 
savings. By sharing the objective to ensure that a maximum number of  inclusive businesses reach scale and 
thus delivers measurable social and financial results, impact investors and development agencies should also 
explore other potential synergies beyond the gaps in financial ecosystem. While development agencies have 
vast experiences with development and activities in developing nations, they often lack the business-knowhow 
present among impact investors that have vast experience from scaling up business portfolios. As such, 
impact investors can play an important role in providing advisory and overcoming the firm-level challenges. 
Furthermore, proactively designed investment vehicles between donors and impact investors might 
incentivize the latter to adopt BoP thresholds and impact measurement metrics that lives up to development 
standards and vice versa. As theorists and practitioners struggle to develop one universal results framework, 
such proactive dialogue can ensure that grantees can use one single result metric that is useful for 
development agencies in the early stages, but that also is relevant in order to motivate future investors and 
provide relevant insights to the management in the local enterprise. That would also decrease the issue linked 
time-consuming multiple-reporting to several of  stakeholder requesting different information. Finally, by 
proactively attaching linkages to impact first impact investors with strong social and development focus, 
donor agencies can minimize the risk of  ”mission-drift” where inclusive business forfeit their social ambition 
in favor for financial gains which increases if  a finance first or commercial investor invests in the venture. 
These future collaboration opportunities would make good foundations for further research in the private-
public sphere of  development. Such research could suggestively also be expanded to include the role of  civil 
society organizations in the inclusive business ecosystem. 
 57
 58
11. BIBLIOGRAPHY 
Ashburn, N. and Gray, J. (2014). The Need for an Evidence Base in Impact Investing, Wharton University,  
 http://socialimpact.wharton.upenn.edu/faculty/need-evidence-base-impact-investing (2016-01-05) 
Ashley, C, Harrison, T, and Schramm, C. (2014). The 4Ps of  inclusive business: How perseverance, partnerships, pilots 
 and passion can lead to success, DFID/PwC, More detail on the journey of  each of  these is covered in a BIF 
 case study.  bit. ly/Deepdives 
Ashley, C. (2009). Harnessing core business for development impact. Overseas Development Institute, Background 
 Note, DfiD 
Banerjee, A, and Duflo, E. (2007). The economic lives of  the poor. Journal of  Economic Perspectives,  21 (1),  
 pages 141-167. 
Bannick, M, and Goldman, P. (2012). Priming the Pump: The Case for a Sector-Based Approach to Impact Investing.  
 Omidyar Network 
Baumüller. H, Husmann, C, Von Braun, J,. (2014).  Marginality: Addressing the Nexus of  Poverty,  
 Exclusion and Ecology Innovative Business Approaches for the Reduction of  Extreme Poverty and Marginality? Center 
 for Development Research (ZEF), University of  Bonn, Springer, London, pp. 331-335 
Bishop, M and Green, M. (2008). Philanthrocapitalism: How the Rich Can Save the World, New York: Bloomsbury 
 Press 
Blowfield, M (2005). Corporate Social Responsibility: reinventing the meaning of  development? International Affairs  
 Volume 81, Issue 3 
Brain, A, Gulrajani N, and Mitchell J. (2014). Meeting the challenge: How can enterprise challenge funds be made to work 
 better? EPS PEAKS, UK Aid 
Carlsson, G (2011). ”Bättre samarbete behövs för biståndet”, debate Article in Göteborgs-Posten by the  
 Swedish minster of  development assistance, published 30 nov, 2011. Updated on 24 June 2015.  
 http://www.gp.se/nyheter/debatt/1.786572-battre-samarbete-behovs-for-bistandet 
Christensen, L, Siemsen, E, Balasubramanian, S. (2014). Consumer behaviour change at the base of  the pyramid:  
 Bridging the gap between for-profit and social responsibility strategies, Strategic Management Journal, 2014. Volume 
 36, Issue 2, pages 307–317 
Tewes-Gradl, C, Peters, A, Vohla, K, Lütjens-Schilling, L. (2013). Inclusive Business  Policies – How Governments 
 Can Engage Companies in Achieving Developing Goals. Endeva.  
DCED (2014). Private Sector Development Synthesis Note: Inclusive Business Models. DCED 
Denzin NK. (1978)  The logic of  naturalistic inquiry. In: Denzin NK, editor. Sociological methods, a  
 sourcebook. New York: McGraw.  
Dfid (2004). Making Markets Work For the Poor: An objective and an approach for governments and development agencies. 
 DfiD 
DfiD (2011). Private Sector Development Strategy: Prosperity for all: making markets work. London. 
DFiD (2015). Tracking reach to the Base of  the Pyramid through impact investing, Impact Programme, Discussion  
 Paper, UkAid 
 59
Dubois, A. and L. E. Gadde (2002). Systemic combining: an abductive approach to case research, Journal of  Business 
 Research, p. 55 
Eisenhardt, K, M. (1989).  Building Theories from Case Study Research, Academy of   management review, Vol. 14, 
 No. 4, pp.532-550. 
El-Zoghbi, M and Gonzalez, H. (2013). Where Do Impact Investing and Microfinance Meet? 
 Washington DC. The Consultative Group to Assist the Poor 
Flyvbjerg, B. (2006). Five Misunderstandings About Case-Study Research, Qualitatively Inquiry, 12(2), pp. 219-245 
G20 (2014).  International Development Subject paper of  the International Development Working Group, Social Impact 
 Investment Taskforce 
Goldsmith, B (2015). Who funds the trillion dollar plan of  the U.N.'s new global goals?, Reuters, 26   
 September 2015, accessed 15 Jan 2016, http://www.reuters.com/article/us-development-goals- 
 finance-idUSKCN0RQ0RD20150926 
Gradl, C and Knobloch, C. (2010). UNDP: Brokering Inclusive Business Models, Private Sector Division,  
 New York : UNDP. 
Gradl, C. and Jenkins, B. (2011). Tackling Barriers to Scale: From Inclusive Business Models to Inclusive Business  
 Ecosystems, CSR Initative, HarvardKennedy School 
Gradl, C. and Knobloch, C. (2010). Inclusive Business Guide: How to develop business and fight poverty. Endeva 
Grady, H (2014). Philanthropy as an Emerging Contributor to Development Cooperation, Commissioned by UNDP. 
Hahn, R. (2012). Inclusive business, human rights and the dignity of  the poor: a glance beyond economic impacts of  adapted 
 business models. Business Ethics: A European Review. 
Hammond, A, Kramer, W., Katz, R., Tran, J., Walker, C. ( 2007 ). The next 4 billion Market Seize and  business  
 strategy at the base of  the pyramid. Washington, DC: World Resources Institute and International Finance 
 Corporation http://www.wri.org/publication/next-4-billion 
Hammond, A. (2011). BoP Venture Formation for Scale. In T. London & S. L. Hart (Eds.), Next generation  
 business strategies for the base of  the pyramid: new approaches for building mutual value (1st ed., pp. 
 193–215). Upper Saddle River, NJ: Pearson Education Inc. 
Heinrich, M. (2014).  DCED Research and Evidence Update  Special Feature: Inclusive Business and  Bo t t om - o f - 
 the-Pyramid Partnerships.  The Donor Committee for Enterprise Development 
Heinrich, M. (2015). Private sector partnerships to promote economic development - An overview of  donor funds and facilities. 
 DFID. 
IFC (2012). Policy Note on the Business Environment for Inclusive Business Models 
Irwin, D. and Porteous, D. (2005). Financial Deepening Challenge Fund Strategic Project Review,  
 Report funded by DfID and the Bill and Melinda Gates Foundation 
Jenkins, B and Ishikawa, E. (2010).  Scaling Up Inclusive Business: Advancing the Knowledge and  Action Agenda”.  
 Washington, DC: International Finance Corporation and the CSR Initiative at  the Harvard  
 Kennedy School 
Jenkins, B; Ishikawa, E, Geaneotes, A, Baptista, P, and Masuoka, T. (2011). Accelerating Inclusive   
 Business Opportunities: Business Models that Make a Difference, Washington, DC: IFC. 
Jenkins, B. and Ishikawa, E. (2010). Scaling Up Inclusive Business: Advancing the Knowledge and  Action Agend, IFC 
 60
Jenkins, B (2007). Expanding Economic Opportunity: The Role of  Large Firms, CSR Initiative Report No. 17.  
 Cambridge, MA: Harvard Kennedy School 
John Weiss  (2008). The Aid Paradigm for Poverty Reduction: Does It Make Sense? Overseas Development Institute. 
 Development Policy Review 26  
Karamchandani, A.,Kubzansky, M. and Frandano, P. (2009). Emerging Markets, Emerging Models: Market-Based 
 Solutions To The Challenges Of  Global Poverty. Monitor Group 
Karnani, A. (2007). The Mirage of  Marketing to the Bottom of  the Pyramid, California Management Review, 49 (4), 
 Summer, pages 90-111 
Karnani, A( 2009  ) The Bottom of  the Pyramid Strategy for Reducing Poverty: A Failed Promise,  
 United Nations Department of  Economic and Social Affairs, New York 
Katz,R. (2007). The BOP Debate: Aneel Karnani Responds Nextbillion.net, February  16 
Kharas , H and Desai, R M. (2008). The California Consensus: Can Private Aid End Global Poverty?, Survival:  
 Global Politics and Strategy, Volume 50, Issue 4, pages 155-168 
Koh, H, Hegde, H. And Karamchandani, A.  (2014). Beyond The Pioneers Gap: Getting Inclusive Industries To Scale, 
 Monitor Deloitte India. 
Koh, H., Karamchandani, A., and Katz, R., (2012). From Blueprint to Scale: The Case for Philanthropy  i n I m p a c t 
 Investing, Monitor Group 
Kubzansky, M. (2013) Why business-models matter,(pp. 33-68) in; Getting to Scale: How to Bring Development 
 Solutions to Millions of  Poor People(pp. 33-68). http://www.jstor.org/stable/10.7864/j.ctt4cg7vg 
London, T. (2009). Making better investments at the Base of  the Pyramid. Harvard Business Review, 87 (5), pp  
 106-113 
Milligan, K and Schöning, M. (2011). Taking a Realistic Approach to Impact Investing Observations from the World  
 Economic Forum’s Global Agenda Council on Social Innovation. Innovations SOCAP11: Impact Investing  
 Special Edition. MIT Press, Cambridge. page. 161-172 
Moran, M (2014). Private Foundations and Development Partnerships: American Philanthropy and Global Development  
 Agendas, Routledge 
  
Munir, K., Ansari, S., & Gregg, T. (2010). Beyond the hype: Taking business strategy to the “bottom of  the pyramid,” In 
 A. C. Baum Joel & J. Lampel (Eds.), The Globalization of  Strategy Research (Advances in Strategic  
 Management, Volume 27) (Vol. 27, pp. 247–276). Emerald Group Publishing Limited 
Newell, P and Frynas, G (2007).  Beyond csr? Business, poverty and social justice: an introduction, p. 678, Third World 
 Quarterly, V 28:4  
O’Donohoe, N., Leijonhufvud, C., Saltuk, Y., Bugg-Levine, A., and Brandenburg, M. (2010). Impact  
 Investments, An Emerging Asset Class, J. P. Morgan Global Research, Rockefeller Foundation and GIIN 
OECD (2011). Expanding and enhancing public and private co-operation for broad-based, inclusive and sustainable growth, a 
 joint Statement for endorsement by representatives from the public and the private sectors at the Fourth 
 High-Level Forum on Aid Effectiveness. 
Paul Brest and Kelly Born (2013). When Can Impact Investing Create Real Impact? Stanford Social Innovation 
 Review, http://www.ssireview.org/up_for_debate/article/impact_investing (2015-12-01) 
Prahalad C.K. (2010). The Fortune at the Bottom of  the Pyramid: Eradicating Poverty Through Profits, Revised and  
 Updated 5th Anniversary Edition. Pearson Education, Inc. New Jersey 
 61
Prahalad C.K., and Hart, S. (2002)  The Fortune at the Bottom of  the Pyramid, Strategy+ Business, Issue 26, 2002 
Prahalad, C, Hart S.L . (1999) Strategies for the Bottom of  the Pyramid: Creating Sustainable  Development, University 
 Of  Michigan Business School. 
Reeder, N and Colantonio, A .(2013). Measuring Impact and Non-financial Returns in Impact Investing: A Critical  
 Overview of  Concepts and Practice, EIBURS Working Paper 2013/01. London School of  Economics and  
 Political Science. 
Saltuk, Y and Idrissi, A. (2015). Global Social Finance : Eyes on the Horizon, J.P. Morgan & GIIN 
Saltuk, Y (2013) .Global Social Finance : Perspectives on Progress, The Impact Investor Survey, J.P.   
 Morgan and GIIN 
Shah S, Perakis, R et al. (2014). G20 International Development Subject paper of  the International  Development Working 
 Group, Social Impact Investment Taskforce 
Sida (2003). Challenges to Sida’s Support to Private Sector Development: Making Markets Work for  the Poor, Sida 
Sida (2013). Innovations Against Poverty 2013 Knowledge Exchange Report: From Paper To Practice. 
Sida (XXX). Guidelines, Challenge Funds: A guide based on Sida's and other actors' work using Challenge Funds in  
 development cooperation as a method for development. http://www.sida.se/contentassets/   
 3aa2456211934e8dac038ea55fcddccd/guidelines---challenge-funds_3466.pdf  (2016.01.26) 
Simanis, E, Hart, S. (2008). The Base of  the Pyramid Protocol: Toward Next Generation BoP Strategy, Cornell  
 University 
Simanis, E. (2012). Reality Check at the Bottom of  the Pyramid, Harvard Business Review, Vol. 90, No. 6, pp.  
 120-125 
Stewart, R, Van Rooyen C, Dickson K, Majoro M and De Wet T (2010). What is the Impact of  Microfinance on 
 Poor People? A Systematic Review of  Evidence from Sub Saharan Africa, Technical Report, London, EPPI- 
 Centre, Social Science Research Unit, University of  London 
Swedish Government. (2014). Aid Policy Framework. Government Communication 2013/14:131. 
Söderbäck, M. (2015). Desk Study of  Sida’s Experience from Private Sector Collaboration, Sida,   
UNCTAD (2010). The G20 Seoul Summit 2010 Leaders’ Declaration, http://unctad.org/en/Pages/  
 DIAE/G-20/measuring-impact-of-investment.aspx (2016.01.23) 
UNDP (2008). Creating Value for All: Strategies for Doing Business with the Poor, New York: UNDP 
UNDP (2013). Realizing Africa’s Wealth – Building Inclusive Businesses and Ecosystems for Shared  Prosperity, New  
 York: UNDP 
Van Tulder, R. (2008). Three challenges to the bottom of  the pyramid: from making sense to making  more sense, Business. 
 Rotterdam 
Van Tulder, R., Fortanier, F., & Da Rosa, A. (2011). Inclusive business through partnerships (special contribution). 
 Fourth High Level Forum on Aid Effectiveness (Busan, Korea) (pp. 1–39). The Partnership Resoruce 
 Center 
Wach, E (2012). IDS Practice Paper 9 - Measuring the ‘Inclusivity’ of  Inclusive Business, Brighton 
WBCSD (2013). Measuring socio-economic impact – A WBCSD guide for business, Washington 
 62
WBCSD and SNV (2008). Inclusive Business - profitable business for successful development, Quito. 
Williams, R & Hayes, J. (2013). Literature review: seminal papers on ‘Shared value’, Oxford Policy   
Management 
World Bank (2013). Financing for Development, Post 2015. Washington, DC: World Bank. 
World Bank (2015). From Billions to Trillions: Transforming Development Finance : Post-2015 Financing for Development: 
 Multilateral Development Finance, Development Committee Discussion Note prepared jointly by the  
 African Development Bank, the Asian Development Bank, the European Bank for Reconstruction and 
 Development, the European Investment Bank, the Inter-American Development Bank, the   
 International Monetary Fund, and the World Bank. 
Yin, R. (1994). Case study research, Design and methods, Thousand Oaks: Sage Publications 
 63
12. APPENDIX 
Appendix I : Projected costs for SDG’s 
 
Appendix II : International poverty lines  29
Donors, the UN system and a number of  NGOs tend to define ‘the poor’ by international poverty lines : 
• $1.25 per person per day at 2005 Purchasing Power Parity (PPP), which is the ‘extreme poverty line’, 
typical of  the poverty lines of  the world’s 15 poorest countries. In 2005, approximately one quarter of  
the developing world population, or 1.4 billion people lived below this line9. This line is used in the 
Millennium Development Goals, which aim to halve extreme poverty by 2015. 
• $2.00 pp pd (2005 PPP), identified by the World Bank as the median (average) poverty line for all 
developing countries, representing a slightly higher standard of  living. In 2005, approximately 50% of  the 
developing world population, or 2 billion people lived below this.10 
• $2.50 pp pd (2005 PPP), identified by the World Bank as the median (average) poverty line for all 
developing countries except the poorest 15.11 The USAID Poverty Assessment Tool12 and the Progress 
out of  Poverty Index13 are two examples of  initiatives that cite the $2.50 poverty line in addition to the 
$1.25 line. 
It is important to note that these poverty thresholds are set in Purchasing Power Parity (see box) which can 
differ markedly from current market prices. So $2 at 2005 PPP may translate into – for example - only $1 at 
current market rates. 
 Poverty and Equality Data (World Bank site) provides a good introduction to national and international poverty lines. It focuses on $1.25 and $2 as the 29
main ones relevant to low-income countries. http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPOVERTY/0,,contentMDK:
23012899~pagePK:210058~piPK:210062~th eSitePK:336992,00.html
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Appendix III : Inclusive Business Trajectory Timelines	  for	  selected	  inclusive	  business	  journeys	  Ashley	  et	  al.	  (2014)	  
  	  
Appendix IIII : Total Assets Under Management by 145 impact investors 
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Appendix V : Sida IAP Eligibility Criteria 
When selecting the grantees for the IAP, the following parameters were used.   
  
Appendix VI : Update Report Extract Example 
The following extraction from an ”Update Report” illustrates how Sida defines the BoP. 
A3 Direct low-income beneficiaries 
Please specify the number of low-income people that benefit directly from your inclusive business project 
at this current stage and those expected to benefit in the future. Note: 
1.  Please give the number who are reached directly (e.g. as customers or sellers) and do not multiply by 
number of people per household.  For example, if you sell a cooking stove or energy system to someone 
who uses it in a household of 5 people, please only count the one (1) person who bought the cooking 
stove.   
2. ‘Low-income’ generally refers to people living on or below $2 per day, or more generally perceived to 
be at the ‘base of the pyramid’. Low-income employees are those dependent on unskilled work.   Please 
focus on the same low-income categories as you used in your baseline.  
Commercially	  driven	  (30%)	  
• Potential	  for	  commercial	  viability	  of	  the	  business	  model	  
• Capacity	  of	  lead	  organization	  to	  deliver	  on	  its	  proposition	  
Development	  effects	  (30%)	  
• Number	  of	  BoP	  beneficiaries	  and	  the	  extent	  to	  which	  they	  benefit	  	  
• Potential	  for	  systemic	  change	  
Cost	  sharing	  commitments	  (10%)	  
• Size	  and	  type	  of	  cost-­‐sharing	  
Innovative	  (20%)	  
• Innovation	  in	  either	  of	  three	  categories:	  product/service,	  production	  or	  business	  model	  	  
• Potential	  for	  innovation	  to	  impact	  more	  broadly	  on	  the	  market
Additionality	  (10%)	  
• Is	  the	  IAP	  funding	  important	  to	  be	  able	  to	  carry	  out	  the	  project?
Low-income 
people who 
benefit 
directly from 
the project
Who are they? 
(what do they sell/ 
purchase/do etc 
Reporting 
Year 0  Reporting 
Year 1
Reporting 
Year 2
Reporting 
Year 3  
(range, 
low to 
high)
Reporting 
Year 4 
(range, 
low to 
high)
BoP 
Consumers Small-holder farmers 0
3,400 10,000 
Low end of 
range 
100,000 
Low end of 
range 
300,000  
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Appendix VII : IAP Projects by sector (Source Sida 2013) 
The figure bellow summarized the name of  the grantees in the IAP portfolio together with the sectors in 
which they are active.  
 
BoP 
Consumers Small-holder farmers 0 High end 
of range 
300,000 
High end 
of range 
600,000 
Employees Low-income employees 3
4 5 
Low end of 
range 
7 
   
Low end of 
range 
8 
   
High end 
of range 
10 
High end 
of range 
15 
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